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RECENT ECONOMIC AND FINANCIAL PROGRESS 

IN FRANCE 



JOSEPH S. DAVIS 



REGARDING economic conditions and prospects 
in France, as in Germany, there are diverse opin- 
ions, ranging from pessimism to enthusiasm. The gloom 
is attributable mainly to an oppressive sense of the 
appalling human cost of the war, the devastation and 
reduced productivity which the war occasioned in the 
invaded regions, the continued high cost of living even 
in the face of a business depression, and the huge and 
growing public debt — in a word, to the striking con- 
trasts between France today and France before the war. 
The enthusiasm, on the other hand, arises from the 
strides which France has made in almost every phase 
of economic life in recovering from the destruction and 
disorganization of the war and its immediate aftermath. 
Quite naturally, these different attitudes are not infre- 
quently assumed for the occasion, and changed as a man 
changes his coat. Thus when borrowing abroad is in 
question, the signs of progress are pointed out with 
great pride, and enthusiasm is manifested over the 
favorable developments while signs of an opposite na- 
ture are passed silently by; whereas when the terms 
of the indemnity were in question, or the cancellation 
of her inter-allied indebtedness was urged, the gloomier 
views stood out most prominently. 1 Thus the casual 
reader frequently finds himself puzzled to know where 
the truth really lies. The typical French attitude to- 
day, however, is one of neither enthusiasm nor despair, 
but rather one of quiet determination and confidence 
tinged with sadness; and it is well for interested ob- 
servers to appreciate the grounds for this position. 

Fortunately it is possible to make a somewhat com- 
prehensive survey of French conditions, and to reach 
conclusions based upon fairly reliable data. 2 Presented 
at some length in the following pages, such an analysis 
points clearly to the general conclusion that France has 
made good progress in economic recovery since the 
armistice, and particularly since 1919. In a few in- 
stances the pre-war normal has been reached or passed; 
in the main, the recovery is far from complete, the 
business depression — though affecting France less than 
most other leading countries — is delaying readjust- 
ments, and years must elapse before thoroughgoing re- 
covery may be expected. In the realm of currency and 

1 Professor Gaston JSze paints a gloomy picture in the Quarterly Journal 
of Economics for February, 1921. The Fortnightly Survey of French Eco- 
nomic Conditions, published by the French High Commission in New York, 
persistently emphasizes the brighter aspects. 

2 Late last winter the writer was privileged to spend a fortnight in 
Paris, through the kindness of, and in company with Mr. Dwight W. Mor- 
row. This visit afforded an opportunity not only to gather additional docu- 
ments and data respecting the French economic and financial situation, but 
to discuss the data, conditions, and outlook with a few representative econo- 
mists, government officials, and business men. To these, and especially to 
Mr. Morrow and Mr. A. V. Arragon, the writer is indebted for valuable 
assistance in the assembling of his information. The views expressed in this 
article, however, are entirely his own. 



public finance the improvement is slighter, and the out- 
look more difficult, than in most fields of private en- 
deavor. In general one can observe progress, either 
in making real advances or in checking unwholesome 
tendencies; but the distance to normal conditions is 
still too remote to warrant complacency or enthusiasm. 
The principal conclusions from the analysis are sum- 
marized in the first of the following sections. 

I. SUMMARY 

Public expenditures, so far as one can judge from in- 
adequate information, reached their maximum, in 1918, 
at 54! billion francs; they have since declined moder- 
ately, and may this year fall below 50 billions. Even 
without interest payments on advances from the British 
and American treasuries, the service of the public debt 
(including old pensions) requires this year n J billions, 
nearly as much as all other so-called ordinary expenses. 
Railway deficits, though far less than in Germany, still 
add billions to the treasury burdens. The principal 
burden, however, is that of reconstruction and war 
pensions, which are put into a special budget of ex- 
penses "recoverable from Germany." Expenditures 
aggregate nine or ten times pre-war expenditures, in 
money terms, and in reality represent probably three 
or four times the 1913 proportion of the national in- 
come. Some reductions are in prospect, as war activi- 
ties are abandoned and staffs reduced, as military and 
naval expenditures can be cut, and as reconstruction 
costs and pensions decline. It is expected that next 
year the "exceptional budget" will be absorbed into the 
ordinary. But heavy expenditures, in real costs as well 
as in money terms, must be expected for years to come. 

Public revenues, after a serious fall at the outbreak of- 
war, rose very gradually throughout the war and aver- 
aged only about the same as in 1913. In 1919 they 
doubled, and in 1920 almost doubled again. In 192 1 
they are yielding somewhat more than in 1920. A con- 
siderable part of this increase is due to liquidation of 
army stocks, but the new income tax and turnover tax, 
and the greater productivity of the war profits tax and 
indirect taxes, have contributed heavily. In general 
rates have been increased, and the proportion of direct 
taxes is distinctly higher than before the war. Further 
new taxes are likely to be added only with extreme cau- 
tion. Some increase in yields is to be expected, unless 
the appreciation of the franc offsets the tendency of real 
yields to increase. 

Despite increases, public revenues do not yet equal 
the ordinary expenses. The public debt is, therefore, 
swelled by the entire expenditures on reconstruction 
and pensions, exceptional expenditures, and part of the 
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ordinary expenses. The public debt now exceeds 250 
billion francs, counting the internal debt at par, and is 
nearly 300 billions if that debt be figured at current ex- 
change rates. The defining of existing obligations to 
pensioners and "sinistres" promises to add some 80 
billions to the debt within the next few years. Current 
deficits on ordinary expenses will probably not be wiped 
out for two or three years. On the other hand, realiza- 
tions upon German bonds may permit some reduction, 
or at least retard the growth, of the debt. The foreign 
debt, some 32! billions at par or 72 billions at exchange 
rates of April 30, 1921, is lower than at the end of 1919 
or 1920, and still lower than at its maximum in October 
1920, just before the retirement of the Anglo-French 
bonds. It is still, however, nearly as large as the entire 
pre-war debt of France, then the largest of any country. 

The Bank of France has successfully resisted, since 
the end of 1919, pressure for significant additional ad- 
vances to the State, which up to that time had been the 
dominant force making for currency inflation. During 
1920 it met the industrial crisis with an increased bank 
rate and restrictions upon loans for speculation, but 
with liberal credit for sound business concerns tempo- 
rarily pressed for funds. Since the end of 1920 the 
expansion in bank notes and deposits which this occa- 
sioned has been reversed, and there is prospect of some 
gradual reduction in the advances to the Government, 
and consequently of some deflation of currency. The 
large commercial banks have in general followed the lead 
of the Bank of France. Like it they are in a relatively 
strong position, and directly and indirectly are support- 
ing the Government by the purchase of national de- 
fense bills. As a whole, the bank structure is strong and 
sound, perhaps even sounder than in certain years be- 
fore the war; and inflation is apparently definitively 
checked. On the other hand, there is no early prospect 
of resumption of specie payments or any formal meas- 
ures for stabilizing the currency. 

Wholesale prices, which rose abruptly from the middle 
of 1919 to the spring of 1920, have fallen since then to 
a level of about three times that of 1913. They are 
now below the level prevailing when hostilities ceased. 
Prices of raw materials, which rose farthest, have fallen 
most. Retail prices and costs of living reached their 
height in the latter part of 1920, and have since de- 
clined to about three times the pre-war level. The in- 
dications are that in terms of commodity prices the 
franc has depreciated about 50 per cent from the value 
of a gold franc. 

Prices of industrial shares, like wholesale commodity 
prices, have been falling since the spring of 1920, after 
a rise beginning early in 1919. Commercial bank shares 
have shown a similar tendency. Shares of the Bank of 
France, on the other hand, have followed more nearly 
the trend of prices of public securities, tending to fall 
during most of 1919 and 1920, save for a recovery in the 
spring of 1920, and tending moderately upwards on the 
whole since the fall of 1920. Railroad shares have fluctu- 
ated considerably and show no decisive trend. In gen- 



eral, fixed income-bearing securities are much lower 
than before the war, while industrial shares which 
profited greatly during the war have now lost a good 
part or all of the war-time gains. Yields on new long 
term bonds, tax free, average over 6 \ per cent. 

In sharp contrast to the years before the war, France 
is absorbing only negligible quantities of foreign secu- 
rities. Government security issues, while still very prom- 
inent, are constituting a progressively smaller element 
in the aggregate issues than during the war. The ex- 
pansion of private issues continues, and while a con- 
siderable part of it is exaggerated in appearance in 
consequence of the depreciation of the franc, the dupli- 
cation of reconstruction issues, and stock dividends, it 
represents a certain amount of genuine expansion of 
industry in adjustment to post-war requirements. 

French herds of live stock have been gradually in- 
creasing since the war; at the end of 1920 they were 
60 to 80 per cent of pre-war figures. The 1920 crops 
were unusually good, in sharp contrast to the poor 
crops of 1919; yields per hectare were not far below 
pre-war averages, but the total production was not 
much more than three-fourths of the pre-war averages 
owing to smaller acreage. The prospects for 1921 are 
for increased acreage but smaller yields per hectare 
than in 1920. Because of the better crop of 1920, the 
net imports of grain, which were excessively large dur- 
ing and since the war, have fallen off markedly in the 
last few months. The fertilizer prospects are especially 
good, and in general the agricultural outlook is fairly 
bright. But pre-war crops and herds are not likely to 
be restored for three or four years. As compared with 
the war period, however, the food supply has improved 
so greatly that the various measures of government 
control have been almost completely abolished. 

The coal output, which was cut almost in half during 
the war years, increased moderately in 1920, and is 
likely to increase slightly more in 192 1. By the end of 
1920, however, the coal shortage which characterized 
the war period and the armistice was definitely ended, 
owing to reduced business activity and increased im- 
ports from Germany. Coal prices have fallen so that 
they no longer constitute a serious handicap to indus- 
trial activity. 

The iron and steel industry has been slowly recover- 
ing from the destruction and disorganization occasioned 
by the war, but in the last quarter of 1920 outputs of 
iron ore, pig iron, and crude steel were 40 to 45 per cent 
of the 1913 average. Since the end of 1920 outputs have 
again declined because of the increasing business de- 
pression. 

The reconstruction of the devastated regions has 
been proceeding apace. Eighty per cent of the injured 
industrial establishments of any size have recommenced 
operations, and early in 192 1 they were employing 
about 46 per cent of their 1914 personnel. Recon- 
struction is continuing during the business depression 
as fast as the limited supply of labor and funds will 
permit. It is not likely to be completed for eight or 
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nine years more, though it may be hastened somewhat 
if full advantage can be taken of German proffers of 
direct aid. 

Marked improvements have taken place in transpor- 
tation facilities. Since the middle of 1920 the railways 
have ceased to be a handicap on industrial activity; 
they have now larger equipment for both operation and 
repair than before the war, and they are undertaking 
extensive electrification schemes. The railway finances, 
on the other hand, are in an extremely unsatisfactory 
condition, owing to tremendous increases in expenses 
and inadequate adjustments of rates. A measure pro- 
viding an entirely new dispensation for the railways is 
before the national assembly and is likely to be in force 
within a few months. Meanwhile the heavy railroad 
deficits continue to burden the national treasury. 
Damaged roads and canals have generally been put into 
repair, but traffic on inland waterways is less than 50 
per cent of 1913 amounts, chiefly by reason of the re- 
duced production of minerals and the competition of 
abnormally low railway rates. The French merchant 
marine has been enlarged since the war, chiefly by pur- 
chases from Great Britain and by cessions of German 
vessels, so that it is larger than in 1914. It now carries 
roughly 30 per cent of the French foreign trade. Ship- 
building is increasing in spite of poor shipping prospects. 

After a huge excess of imports in 1919, France has 
gradually been reducing imports and, until lately, ex- 
panding her exports in such degree that the provisional 
figures for the first five months of 1921 show a net ex- 
cess of exports of 375 million francs, which final valua- 
tions are likely to increase considerably. This not merely 
reflects a high degree of internal economic recovery 
and a lessening of the abnormal dependence upon im- 
ports which characterized French trade from 1914 to 
1 91 9; it also marks the transition to a period in which 
exports will tend regularly to exceed imports. Statistics 
of trade with particular countries reveal marked prog- 
ress in readjustment of trade into normal channels. 
The indications are that a growing excess of exports will 
signify increased ability of France to meet interest and 
principal on the external public debt, the chief items 
upon which the balance is now against her. 

The fall of French exchange in 1919-20 is largely to 
be explained by the subsidence from an abnormally high 
level at which it was pegged by the aid of advances from 
the British and American treasuries, and by the depre- 
ciation of the currency in 1919 arising from fresh infla- 
tion. The recovery and tendency to stabilization which 
has characterized the more recent months reflects pri- 
marily the underlying improvement in French economic 
conditions and the settling of the indemnity dispute, in 
conjunction with the check to currency inflation. No 
formal measures for stabilization are in vogue, or in 
prospect, but the long-run outlook is for a gradual, 
moderate rise in the value of the franc amid consider- 
able fluctuation. 

France is suffering, though not acutely, from the 
prevailing industrial depression. The depression may, 



perhaps, be deeper some months hence, but it is not 
likely to affect France as seriously as several other 
countries have already been affected, and her recovery 
from it bids fair to be more rapid, particularly if this 
year's harvests prove to be good. The prospects of 
revival will be favored by a satisfactory labor situation 
and adequate supplies of materials. Most perhaps de- 
pends upon the improvement in economic relations with 
Germany and upon German assistance in reconstruction 
work. 

II. PUBLIC FINANCES 

Like each of the other late belligerents of Europe, 
France is experiencing grave difficulties in her public 
finances. In part these were inevitable, given a struggle 
of the length and destructiveness of the Great War; in 
part they are directly a consequence of the devastation 
of French territory; in part also, however, they result 
from improper policies — such as limited taxation, low 
railway and postal rates, and a type of government 
financing which involved, even after the close of the 
war, marked inflation of the currency. For years to 
come, the requirements of the treasury promise to ab- 
sorb an extremely heavy proportion of the national in- 
come, and to affect profoundly the course of economic 
progress of France. Within the past year, indeed, inir- 
portant steps have been taken to cope with the problems 
thus presented; clear evidence of progress is visible in 
several directions; nevertheless, it is true of France, as 
of Germany today, that public finance is the darkest 
spot on the national horizon. 1 

Public Expenditures. A condensed summary of 
authorized expenditures since 191 1 (except for the 
peace months of 1914) is given in Table 1. These fig- 
ures do not include, for the past two years, supple- 
mentary appropriations which in 1920 reached several 
billion francs. The 1913 authorized expenditures, con- 
siderably greater than in the two preceding years, 
exceeded 5 billions. During the war all classes of expend- 
itures increased steadily; for the period as a whole the 

1 On the public finances, see especially F. M. Williams, "French War 
Finance," in Federal Reserve Bulletin, February, 1921, pp. 174-181; Gaston 
J&ze, in the Quarterly Journal of Economics, February, 1921, pp. 175-214; 
La France FinancUre et Economique, esp. pp. 296-317; and Ammaire Gene- 
ral de la France et de I'Etranger, 1920-21, pp. 385-405. 

The study of French government finance is seriously hampered by lack of 
satisfactory data. Collections of most classes of revenues are indeed re- 
ported monthly with commendable promptness, in summary and in detail. 
(See the official monthly Bulletin de Statistique et de Legislation Compared.) 
Non-budgetary receipts, such as proceeds of loans, are not thus reported, 
and the way in which they affect the treasury position is not dear. State- 
ments of the public debt are published only at irregular intervals, not always 
in the same form. Statistics of public expenditures are least satisfactory. 
Detailed budgets are adopted each year, supplemented by occasional and 
numerous additional votes of credit. But monthly returns of expenditures 
are neither detailed nor complete: they are classified hardly more than by 
ministries; and they include only those expenditures which are chargeable 
against the current year's budget, whereas, since former appropriations do 
not lapse, a considerable part of current outlays apply on budgets of previ- 
ous years. Only after the lapse of years are the accounts officially audited 
and closed; the latest figures of budgetary expenditures actually made are 
for 1909. No regular summary shows non-budgetary payments, such as 
repayments of loans, advances to foreign governments, etc. There is indeed 
ground for criticism of a bald cash basis for reporting public expenditures; 
but the traditional French method is open to still greater practical objection. 
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Table i. — Authorized Public Expenditures of France 

1911-21* 

Millions of francs 





Grand 
total 


Ordinary Civil 


Excep- 
tional war 
and extra- 
ordinary 
expenses 


Special or 


Year 


Public debt 

(including 

old pensions) 


Other 
ordinary 


Total 
ordinary 


" recover- 
able " 
expenses 


I9II 


4,548 


1,265 


3,283 


4,548 








1912 


4,743 


1,273 


3,470 


4,743 








1913 


5,067 


1,284 


3,783 


5,067 








I9I4't 


6,589 


60 


129 


189 


6,401 






1915 


22,805 


1,899 


2,450 


4,349 


18,455 






1916 


32,945 


3,333 


2,372 


5,705 


27,240 






1917 


41,680 


4,864 


2,750 


7,614 


34,066 






1918 


54,537 


7,088 


3,402 


10,490 


44,048 






1919 


49,026 


7,987 


5,228 


13,215 


35,8ll 






I920 


47,933 


11,633 


IO,I28 


21,761 


5,420 


20,751 


1921 


41,816 


11,248 


I2,OIS 


23,263 


3,236 


15,317 



* Compiled from La France Financidre et Economique (1920), i, 27; Projet 
de Loi du Budget . . . 1(121, p. 131, and Fortnightly Survey, September 1, 
1920, June 15, 1921. Figures for 1920 and 1921 do not include supplemen- 
tary credits. t August-December, only. 



annual expenditures averaged over seven times the 
1913 expenses. Since the war, despite the cessation of 
destructive efforts, governmental expenditures have 
diminished but slightly below the high level of 1918, 
over ten times the pre-war maximum. Ordinary ex- 
penses, both debt service and other, have continued to 
rise; the exceptional and extraordinary expenditures 
are gradually being ehminated or incorporated into the 
ordinary budget; and reconstruction expenditures and 
war pensions have been thrust into a special budget to 
be taken care of by the German indemnity. By 1922 
or 1923 it is expected that the exceptional budget will 
be wiped out, but the special budget of expenses re- 
coverable from Germany, or its equivalent, will last 
for years. The decrease in the debt service estimate in 
1921 is apparent, not real; this year's budget excludes 
two large items, interest on the American treasury ad- 
vances and a special fund for the purchase of public 
securities, which together made up 3 billions of this 
total in 1920. 

The total annual budgetary expenditures in the 
past three or four years, have been some 50 billion 
francs a year — 50 per cent greater than the huge pre- 
war public debt ! The figures seem stupendous. Broadly 
speaking, the chief causes of the increase of present over 
pre-war expenditures are (1) the depreciation of the 
franc, (2) the increase in the public debt, (3) swollen 
staffs of public officials, (4) railway and postal deficits, 
(5) heavy military expenses, (6) reconstruction costs, 
and (7) war pensions. 

Of these factors, the depreciation of the franc is likely 
to be overcome but gradually, perhaps never completely; 
high figures in money terms are therefore to be ex- 
pected. The debt is likely to increase for some years, 
and the real burden of the domestic debt will increase 
with any internal appreciation of the franc. A gradual 



reduction in staffs of public officials — on January 1, 
last, 25 per cent above pre-war figures 1 — may be ex- 
pected as war functions are abandoned and inertia over- 
come. The railway deficits, some 3 billions in 1920, will 
be reduced this year because of lower coal prices and 
living costs, but will not be eliminated for a year or two, 
if then. Military expenditures are swollen chiefly by 
forces on the Rhine, in Upper Silesia, and in the Near 
East. While it is true that directly the expenses of the 
army of occupation are borne by Germany, in effect the 
greater this burden the less Germany is likely to con- 
tribute, in the near future at least, to payments upon 
the indemnity. It is, therefore, patently in the interest 
of France to reduce even these expenses to the minimum 
consistent with safety and with ensuring a proper spirit 
on Germany's part. 

The heaviest expenditures, those for reconstruction 
and war pensions, are in a class by themselves, for two 
reasons. In the first place, they represent not current 
expenses but definitive instalments upon an obligation 
expressed during the war. In a sense, the public debt 
at the close of the war should have been written up to 
cover the total of these commitments. They could, 
however, be ascertained in detail only gradually, and 
the process is still unfinished. Hence current budgets 
are swelled by what are really payments of principal 
(with some interest) upon a debt; and the stated public 
debt grows in peace at much the same rate as in war 
time. In the second place, these expenditures are 
chargeable against Germany, and the French govern- 
ment counts upon indemnifying itself, so far as possible, 
from the payments exacted from Germany. The two 
processes, however, cannot be synchronized. 

Up to May 1, 1921, some 60 billion francs had been 
expended on reconstruction and war pensions. 2 Further 
reconstruction outlays, to be spread over the next nine 
years, are estimated at 79 billions. The present worth 
of the remaining war pensions liability is estimated at 
nearly 48 billions. Senator Cheron, of the Budget Com- 
mission, recently estimated that at its maximum the 
French share of the German indemnity will fall 26J 
billions short of meeting these unpaid balances on re- 
construction and pensions, to say nothing of the 60 
billions already paid. This estimate may easily prove 
too conservative; but he is rash who assumes today 
that Germany will succeed in paying the maximum in- 
demnity figure. Whatever the ultimate effect of the 
indemnity, it seems improbable that France will soon 
be able to cease her own expenditures, out of borrowed 
funds, for pensions and reconstruction, without sacrifice 
sales of German bonds. 

Public Revenues. Table 2 summarizes, in certain 
broad categories, the French public revenues annually 
since 1913, except for the first seven months of 1914. 
The revenues fell off early in the war, because of the 

1 Senate Commission report on the 1921 budget, pp. 41-42. 

2 Minister Loucheur reported a total of 46 billions spent on reconstruc- 
tion alone up to the end of 1920, including 4^ billions by the state directly, 
3 billions on roads and canals, and 16 billions of advance payments or pay- 
ments on account to "sinistres." 
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Table 2. — Public Revenues of France, 1913-21' 
Millions of francs 



Year 


Total 


Indirect 
taxes 
and 

monop- 
olies 


State 
domain 

and 
miscel- 
laneous 


Old 

direct 
taxes 


Income 
taxes 


War 
profits 
taxes 


Liqui- 
dation 
of 

war 
stocks 


1913 

1914 6 

1915 

1916 

1917 

1918 

1919 

1920 


5,2l6 

1,369 

4,132 

5,Ol8 

6,190 

6,442 

10,950 

19,287 


3,865 
935 
3,084 
3,885 
4,726 
4,908 

7,917 
12,059 


144 

62 

186 

240 

254 
285 
450 
728 


1,207 

372 
862 

893 

I,Ol8 

727 

734 
859 


191 
903 


I92 

522 

462 

3,089 


1,196 

1,650 


January to May 

1919 

I920 

I92I d 


3,252 
7,064 
8,792 

9,35°° 


2,806 

4,453 
5,350 
6,010 


148 
231 
259 
338 


66 
c 
c 
c 


62 
761 
770 

833 { 


C 
903 

i,747 
1,667 


170 

715 
664 

500 



a. Compiled from various official sources. 

i. August-December only, c. Data not available. 

d. Proportionate part estimated for the five months. 

e. Excluding 450 millions from short term Treasury notes, and 414 mil- 
lions from Alsace-Lorraine and Algeria. 

/. Including "old" direct taxes, which are not distinguishable. 

invasion, mobilization, reduced imports, and lessened 
business activity. They recovered only gradually, even 
in terms of a depreciating currency, since increases in 
taxation were levied with great moderation during the 
war. The average for the war period is practically the 
same as the revenues of 1913; and even in 1918 the 
revenues were less than 2.5 per cent above those of 1913. 
In 1919, however, the revenues reached double the war 
average, and were 70 per cent more than in 1918; and 
in 1920 they were nearly doubled again. The principal 
factors in the 19 19 increase were the growth of customs 
duties owing to increased imports, higher rates in cer- 
tain classes of indirect taxes, an increase in railway and 
postal rates (effective early in 1918), and liquidation of 
war stocks. The war profits tax, first collected in 191 7, 
yielded less in 1919 than in 1918, and the income taxes, 
in their first year, yielded little. In 1920, the increase 
was due partly to further advances in railway rates and 
customs duties; to increased railway traffic and general 
business; to the higher level of prices affecting ad 
valorem taxes; to the increased productiveness of the 
income and war profits taxes and liquidation of war 
stocks; and to the imposition of a tax on sales or 
business turnover. 

Thus far in 1921 revenues have been considerably in 
excess of those in the same period last year, owing 
chiefly to the new turnover tax and heavier payments of 
war profits taxes. All the broad groups of indirect taxes 
fall behind the estimates, while direct taxes are yielding 
better than was estimated. The detailed figures are 
illuminating. Customs duties, the turnover tax, and 
taxes on colonial produce and sugar, are all falling far 
behind estimates, as must be expected in view of the 
decline in imports, prices, and speculation. On the 
other hand, registration taxes and stamp duties, the 



luxury tax, fiscal monopolies, and taxes on gasoline and 
benzol are yielding more than was estimated — indica- 
tive, perhaps, of sustained business activity, the presence 
of foreign visitors, and liberal expenditures by the 
French well-to-do. Although certain taxes yield more 
heavily later in the year, the prospect is that the reve- 
nues of 192 1 will not exceed, if indeed they equal, the 
recent budgetary estimates of 23 billion francs. 

The disappointment of the past year has been the 
turnover tax, recommended by the French Chambers 
of Commerce and heralded with enthusiasm by the 
press. In its best month it yielded only half the esti- 
mates, and the yield has decreased steadily month by 
month. Originally estimated to yield 5 billions a year, 
the recent budget estimates its yield for 192 1 at 2900 
millions, and through May 192 1 it has yielded only 
60 per cent of this reduced estimate. The novelty of 
the tax, the business depression, and the decline in 
prices all help to account for the disappointingly small 
yield; but its advocates seem to have unduly magnified 
its possibilities. 

In the middle of 1920 important modifications were 
made in the fiscal system, some of which are only now 
beginning to show results. No new taxes are being 
levied in 1921. The whole fiscal organization seriously 
deteriorated during the war; the new taxes, notably on 
incomes and war profits, and alterations in rates, have 
placed heavy burdens upon the tax administration; 
private business has attracted important permanent 
officials of the treasury; and new recruits, high and 
low, need time to acquire the requisite experience. The 
view prevails that for the present more will be gained 
by perfecting the collection of existing taxes, of which 
the income tax especially is foreign to all French tradi- 
tions and customs, than by multiplying new levies. 
Furthermore, the tax burden is considered as heavy as 
can well be borne, under present conditions; as business 
revives, and as the liberated regions and Alsace-Lorraine 
become fiscally productive, revenues will tend to 
increase. 

Public Debt. At the outbreak of war, July 31, 1914, 
the French public debt amounted to 34,188 million 
francs. This was the largest national debt of any im- 
portant country, whether considered in the aggregate, 
per capita, or in proportion to the national income * — 
witnessing on the one hand to a large measure of gov- 
ernmental centralization and control, and on the other 
hand to a complacent preference of successive French 
governments to borrow rather than tax to meet na- 
tional expenditures. In spite of the huge size of the 
debt, the average interest rate before the war was under 
4 per cent; 3 per cent irredeemable rentes, the premier 
security, sold on a 3J per cent basis. French investors 
have a deep-seated preference for government bonds, 
and a special fondness for those of their own country. 
Undoubtedly their capacity for absorbing new govern- 

1 Ministere des Finances, La France Financiere el Economique (1919), i, 
295; Annuaire Statistique, 1913, p. 133*; International Financial Conference, 
1920, Paper No. IV (revised ed.), p. 31. 
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Table 3. 



Approximate Statement of French Public Debt, 1914, 1918-21* 
Millions of francs 



Date 


Internal Debt 


External debt 
at par 


Total 

(external debt 

at par) 


External debt 
at current rates 


Total 


Perpetual and term 


Floating 


current rates) 


Tulv 7,1, 1914 


32,58o 

67,779 

98,636 

121,307 

[133,000] 

133,007 

I33,H4 


1,609 
56,015 
79,236 

8l,257 
[79,000] 
86,491 
90,600 


[26,000] 

33,657 
35,328 
33,l63 
32,908 

32,543 


34,188 

[150,000] 

211,529 

237,894 
245,129 
252,406 
256,257 


27,328 

62,370 

83,272 

[ ] 

83,245 

71,848 


34,188 
151,122 
240,242 
285,836 
[ ] 
302,743 
295,563 


Dec. 1.1, IQ18 


Dec. 31, iQio 


Sept. 30, 1020 


Dec. 31, 1920 

Feb. 28, 1921 


Apr. 30, 1921 



Compiled from various official sources, not always in accord. Figures in brackets are approximate. 



merit issues bearing low rates, unmoved by the criti- 
cisms of experts in public finance, accounts largely for 
the growth of the French pre-war public debt. 

During hostilities, as we have noted, the public rev- 
enues averaged barely more than in 1913, while expend- 
itures multiplied many-fold. Since the war, expenditures 
have not materially declined, while increasing revenues 
have reduced but by no means wiped out current deficits. 
Necessarily, therefore, the public debt has continually 
increased, as shown by the approximate statement in 
Table 3. 1 From about 150 bilKon francs at the end of 
1918 it rose to 212 at the end of 1919, 245 at the end of 
1920^ and 256 on April 30, 192 1. At present it is prob- 
ably over 260 billions, counting external debt at par. 
About half now consists of consolidated internal loans; 
about 95 billions of floating internal debt, including 
25 billions of bank advances and 60 billions of national 
defense bills; about 32! of external debt, in which the 
largest elements are demand obligations of i6| billions 
due the American treasury and a similar 12 billions due 
the British treasury. Of the foreign debt about ij 
billions are funded. The external debt reached its max- 
imum on September 30 last, just before the redemption 
of the Anglo-French bonds, at over 35 billion francs. 
Before the recent issue in America it had been reduced 
to 32^. In this connection, however, it must be noted 
that no addition is made for unpaid interest on advances 
by the British and American treasuries. At 4 per cent 
simple interest this would amount to over a billion gold 
francs a year. 

For fifteen months after the close of hostilities no 
public loans were floated. In 1920 two huge internal 
loans were issued, both at par: a 60-year 5 per cent 
loan redeemable at 150, issued in February; and a 6 
per cent loan, irredeemable before 1931, issued in the 
autumn. Through the Credit National a 4 billion 
franc loan for financing reconstruction was floated. 
Exclusive of conversions of earlier bonds, the net yield 
of these three was about 32 billion francs, about suffi- 
cient to consolidate the net increase of the debt during 

1 By comparison with Germany, it appears that France has (in terms of 
parity) a somewhat larger consolidated debt, a much smaller internal floating 
debt, including however as proportionately heavy advances from the state 
bank of, issue, and a vastly larger external debt. Comparisons of the debt 
burden of the two countries have been attempted without much success. 



the year and thus prevent any material expansion in the 
floating debt. Thus far in 192 1 the deepening depres- 
sion of the security markets and the uncertainty regard- 
ing the indemnity have prevented the issue of another 
large internal loan. The prospect is that an appeal 
will be made late in the fall. Requirements in America 
have largely been taken care of by the issue of a f 100,- 
000,000 20-year 7I per cent loan in June, at 95 — 
terms slightly better than the similar issue of 20-year 
French 8's last October. Meanwhile, internal needs 
have been met chiefly by pressing the sale of one, 
three, six, and twelve month national defense bills 
("bons"), which amounted to nearly 50 bilKon francs 
on December 31 last and constitute, with the advances 
by the Bank of France, the bulk of the floating debt. 
It is stated that in the present period of liquidation, 
banks and business concerns have been willing to absorb 
these in larger quantities, and that if business revives 
upon a lower level of prices these may be expected to be 
renewed or exchanged for long-time securities. On 
May 15 the Treasury announced a 2-year Treasury 
"bon," to yield 6 per cent payable semi-annually in 
advance. These bills thus carry a higher rate than the 
shorter term bills and have additional features attrac- 
tive to investors. 2 Preliminary reports indicate sub- 
scriptions of over 5 billion francs. Meanwhile, several 
reconstruction loans have been and are being floated by 
cities, departments, and groups of sinistr^s. 3 In the first 
four months of 192 1 the debt increased by about n bil- 
lion francs, approximately at the same rate as in 1920; 
the great bulk of this increase has been in short-term 
national defense bills, for up to June 30 the advances 
by the Bank of France had been reduced 1600 millions 
and the external debt by 600 millions, chiefly in Treas- 
ury bills and short term credits in London, New York, 
Argentine, Spain, and Switzerland. 

France has, of course, various claims against foreign 
governments for war supplies and treasury advances. 
The latter alone were reported as 8200 million francs 
at the end of 1919, and 8873 millions on September 30, 

Only when the debt figures definitely comprehend all obligations really 
assumed and owing, and then only on certain broad assumptions as to money 
terms of repayment, etc., will such comparisons be worth much for serious 
discussion. 

2 Economist, June 4, 1921, p. 1227. 3 See below, p. 240. 
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1920 — the increase representing fresh advances in 
Russia, Roumania, and Poland, less reductions by Bel- 
gium and Czecho-Slovakia. 1 Possibly 3 or 4 billions of 
this sum may be eventually collected, provided no 
general scheme of cancellation is adopted. The chief 
resource abroad to which France looks is, however, the 
German indemnity. She has counted heavily upon it. 
Now that the terms are at last agreed, it is time to spec- 
ulate upon their probable effect on France's economic 
and financial position. 

The initial payment of a billion gold marks, in gold 
and exchange, which covers the only two fixed quarterly 
instalments due in 192 1, will not help France much 
directly. The Reparation Commission has appropriated 
the bulk of it as a guarantee fund for the payment of a 
year's interest and sinking fund charges on the 12 
billions of Series A bonds, from which presumably the 
first issues on international markets will be made; and 
the balance will be used to meet Belgium's preferential 
claims. 2 The first payment of the variable instalment, 
26 per cent of exports from May to July, will be due 
November 15. France will of course get her share of 
each of these payments, but the total will probably not 
exceed i^ billion francs. 

By inter-allied agreement, France is due to receive 
52 per cent of the indemnity. She may therefore expect, 
by the end of this year, German 5 per cent bonds of 26 
billion gold marks of the total to be issued by Novem- 
ber 1. Conceivably some of these may be used, with 
suitable guarantees, to settle indemnity and pension 
claims directly with individual and corporate "sinis- 
treV' and pensioners. Some may be sold on the French 
market or abroad, the proceeds to be used indirectly for 
the same purpose. Or France may hold the bonds as 
revenue producers and continue the policy of issuing 
her own loans to meet these expenditures. The prospect 
is that while France will soon hold German bonds as real 
assets to set against her own large debt, her own ex- 
penditures on reconstruction and pensions, coupled with 
deficits on public works and her ordinary budget, will 
continue the increase in her public debt for at least 
three or four years. 

The ability of France to carry so heavy a public debt 
is not yet proved. The interest charges are extremely 
heavy: indeed if simple interest were now being paid 
on the British and American treasury advances, two- 
thirds of the government revenues would be absorbed 
by debt charges and old pensions. Appreciation of the 
franc, while it will diminish the burden of the external 
debt, will increase the burden of the internal debt. 
Since the latter is practically all tax exempt, no direct 
taxation of these securities is feasible. Any early re- 
payment of the foreign debt will add disproportionately 
to the domestic debt. Hence one can understand why 

1 Projet de loi du Budget . . . 1920, p. 186; ibid., 1921, pp. 203, 222. 

2 Economist, June 11, 1921, p. 1276. 

3 Discussion of cancellation of inter-allied debts by mutual agreement is 
temporarily taboo. Many foolish things have been said on the subject by 
individual Frenchmen, and Americans in general have not yet visualized the 
consequences of the favored policy of insisting upon payment of principal 



the French, with rare unanimity, long for the cancella- 
tion of inter-allied indebtedness, a policy to which 
the British government strongly inclines but to which 
two American administrations have turned a very deaf 
ear. 3 Yet few Frenchmen will concede the possibility 
of any kind of repudiation of any part of either external 
or internal debt. 

This much can be said. Although France will with 
difficulty make good the human losses of the war, in 
numbers, brawn, and brains, she has emerged from the 
struggle with the added resources of Alsace-Lorraine, 
a better view of her colonial possibilities, increased 
power of organization, a heightened initiative, and an 
unconquered spirit. This promises well not merely for 
economic advancement but for fiscal progress as well. 
Moreover, the internal debt is widely distributed, much 
more widely than in most countries. Hence, to a con- 
siderable extent, heavy tax payments return to tax- 
payers as interest on war loans, without arousing 
anti-capitalist agitation. Thus the political possibility of 
carrying a heavy debt is greatly increased, and its reduc- 
tion or maintenance becomes more a technical problem 
in public finance. To an extent not yet appreciated, 
and in an important sense, the real costs of the war have 
already been met. 

III. BANKING, PRICES, AND SECURITIES 

Bank of France. The Bank of France is the center of 
the country's banking strength, the leader in its banking 
policy, and a powerful factor in public and private finan- 
cial measures. In the past two years, as well as during 
the war, it has enhanced a reputation already high. The 
accompanying discussion is illustrated by Table 4, show- 
ing quarterly condensed balance sheets of the bank. 

Despite considerable gold exports during the war, and 
again in September 1920 in connection with the re- 
demption of Anglo-French bonds, the Bank has en- 
larged its huge pre-war gold reserve. From 3I billion 
francs at the end of 1913 this has been around 5§ billions 
since the end of 1918, and has steadily increased except 
for the important withdrawal mentioned. Nearly 2 
billion of this reserve is, indeed, abroad; but most of 
this sum is held intact in the Bank of England's vaults 
as collateral for war-time advances to France by the 
British Treasury. 4 With a small silver item the reserve, 
calculated at par, constitutes only about 15 per cent of 
the note issue outstanding; but if the gold were calcu- 
lated in paper at current values, the reserve ratio would 
be much more respectable. 

The bank has gradually liquidated most of the bills 
"prorogued" under the moratorium at the outbreak of 
war, and charged off most of the balance. Of over 3 
billions of these outstanding in January 191 5, one 

and interest in full; consequently, there has been no meeting of minds on 
the question. A thorough study of the whole problem, in its economic and 
political aspects, with reference to the future as well as the past, is much 
needed. 

* Contrast the Bank of Japan's "gold abroad," which consists mainly of 
gilt-edged securities and treasury bills, chiefly British and American. 
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Table 4. — Comparative Statements of the Bank of France, 1913, 1918-21 

Millions of francs 



Assets: 

Gold in vault 

Gold abroad 

Silver 

Credits at U. S. Treasury 

Other foreign assets 

Prorogued bills 

Bills receivable 

Loans on bullion and securities 

Advances to the state 

Treasury bills discounted for loans to 
foreign governments 

Other assets : . 

Total 

Liabilities: 

Capital, surplus and reserves ......... 

Sinking fund accounts 

Notes in circulation 

Current accounts — private 

Current accounts — treasury 

Other liabilities 

Total 



December 27 
1913 



3,517 
640 



1,526 

773 
200 



582 
7,238 



225 

S,7i4 
575 
403 
3 2 * 



7,238 



December 26 
1918 



3,441 

2,037 

318 

1,036 

1, 3°! 
1,029 
I,OS2 
I,2l6 
17,350 

3,526 
1,809 



34,H4 
226 

437 

3 , 2 5o 

2,366 

112 

723 



34,n4 



December 26 
igig 



3,600 

1,978 

268 

518 

779 

626 

1,286 

1,464 

25,700 

3,755 
2,187 



42,163 

226 
706 

37,275 
3,127 

77 
753 



42,163 



March 25 
1920 



3,606 

1,978 

247 

3" 
664 

577 

1,798 

1,586 

26,500 

3,810 
2,643 



43,7i9 

226 

780 

37,569 

3,5i3 

526 

1,106 



43,7i9 



June 24 
1920 



3,610 

1,978 

241 

207 

652 

523 

1,787 

1,861 

26,200 

3,865 
2,286 



43,210 

226 

862 

37,544 

3,578 

75 
926 



43,210 



September 30 
1920 



3,531 

1,948 

256 

52 

1,080 
482 

2,295 

2,001 

26,800 

3,935 
2,181 



44, 5 61 

. 228 

954 
39,208 

3,251 

56 

864 



44,56i 



December 30 
1920 



3,552 

1,948 

266 

678 
404 

3,3" 

2,202 

26,800 

3,98o 
1,838 



44,982 

237 
1,042 

37,902 
3,5i8 

57 
2,226 



44,982 



March 31 
1921 



3,556 

1,948 

267 

644 
267 

3,054 

2,190 

26,400 

4,010 
1,821 



44,157 

237 
1,223 

38,435 
3,066 

37 
1,150 



44,157 



June 30 
1921 



3,572 
1,948 

274 

691 

97 

2,903 

2,208 

25,200 

4,062 

2,35* 



43,3o6 

247 

1,414 

37,422 

2,771 

9° 
1,362 



43,3o6 



billion were left four years later, and they are now less 
than 100 million. The great bulk of the advances to 
the Bank of Russia, made early in the war to facilitate 
the liquidation of bills held in France, have similarly 
been reduced, largely by amortization; the item of 
foreign assets ("Disponibilit6s et avoir a l'etranger") 
today, therefore, probably comprises largely real assets. 
Advances to the Government for the war, which were 
chiefly responsible for currency inflation in France, con- 
tinued to increase rapidly in 1919, on various pretexts 
and in consideration of contracts for early reduction. 1 
Especially since the war the Bank has offered stout re- 
sistance to this policy of financing. Public opinion has 
gradually been educated more fully to its real signifi- 
cance. The International Financial Conference at 
Brussels, in October 1920, vigorously criticized it. And 
the last few ministers of finance have all gone on record 
against it. Nevertheless, the struggle cannot yet be 
said to be ended; and an important official of the Bank 
recently, felt impelled to analyze in detail, before the 
Economic Society of Paris, the question whether France 
might not wisely follow Germany's lead "through in- 
flation to prosperity. " 2 Since the end of 1919, however, 
inflation by this means has been checked: the advances 
to the State "for the war" have fluctuated within the 
limits of 25,000 and 26,600 millions. Despite inflation- 
ist influences, and the fact that twice in the past two 

1 See the chart in this Review, August, 1920, p. 229, and accompanying 
discussion. 

2 J. Descamps, chief of the economic section of the Bank, Paris, May 4, 
1921. See L'Economiste Francois, May 21, 1921, p. 645. 

3 Annual report of the Bank of France, 1920, pp. 14-17. 

4 Ibid., pp. 40-43. 



years agreements to reduce these advances have been 
broken by the government, there is reason to believe 
that the government will be able and ready to carry out 
its present obligation to reduce the advances to 25 
billions by January i, 1922, and by 2 billions annually 
thereafter. 3 

An important aid in this reduction consists of a sink- 
ing fund reserve which the Bank has been accumulating 
since 1918, from interest payments by the government 
in excess of 1 per cent, both on its advances (since Octo- 
ber 24, 1920) and on its bills discounted for loans to 
foreign governments (now amounting, with 6 per cent 
interest, to over 4 billion francs). 4 Against this reserve 
have been charged losses on prorogued bills, domestic 
and foreign, and a portion is still held for this purpose; 
but the sum earmarked for reduction of advances to 
the State now exceeds 800 millions. 

The Bank favors the policy of moderate deflation, by 
this method; anticipates a gradual increase in real cur- 
rency requirements; and looks forward to the eventual 
resumption of specie payments and the restoration of 
the franc to parity, recognizing that this is a task of 
years, perhaps of a generation or more. Such a view is 
of more significance when held by a powerful permanent 
institution than when announced as a policy of chang- 
ing political administrations. But the execution of such 
a policy entails much more than banking measures; and 
it is far too early to predict its success. Nevertheless, it 
is impressive to note that no significant body of opinion 
in France today favors revaluation of the franc, and the 
prevailing view is that stabilization of currency and 
exchange, if it were possible to accomplish it by this 
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means, would be dearly bought by a measure which 
would profoundly shock French sentiment and tra- 
ditions. 

The Bank has played a leading part in the post-war 
financial crisis. When hostilities ended, it was not ex- 
panded: its bills receivable were only 60 per cent of 
their pre-war amount, and bills plus advances less than 
the corresponding figure at the end of 1913. Toward 
the close of 1919 a marked expansion began. During 
1920 French business was profoundly influenced by two 
powerful opposing forces — the recovery from the 
disorganization which characterized 1919, continuing 
through the year, and the onset of an industrial reac- 
tion which started abroad in the spring months. Before 
the reaction began, French business expansion was prob- 
ably greater than normal; but the reaction has had less 
apparent effect in France because of the underlying up- 
ward tendency. Nevertheless, the momentous fall in 
prices precipitated critical financial conditions, which 
the Bank met according to the best approved banking 
principles. Rates were raised, by 1 per cent, on April 8, 
1920; restrictions on extensions of credit, particularly 
to reduce speculation, were imposed; but credit was 
freely extended to prevent disaster and to promote or- 
derly liquidation. The net result was a tremendous ex- 
pansion in bills receivable, and a moderate increase in 
advances on securities. 1 It is reflected also in the in- 
crease in current and deposit accounts. The crisis was 
thus met with relatively moderate injury to French 
business organization. 2 Since late in 1920, moreover, a 
moderate contraction has been evident in the items of 
bills receivable and current accounts, indicating progress 
in liquidation as well as lessened demand for new accom- 
modation. But the Bank has not yet reduced its rates. 

Private Banks. The four great private commercial 
banks acted conservatively during the war and, like the 
Bank of France, were in a strong position at its close, 
with strong reserves and reserve ratios. In 1919 and 
the early part of 1920 their loans rapidly expanded and 
their current and deposit accounts practically doubled. 
Since the middle of 1920 a restrictive policy has been 
followed, with the result that loans and deposits have 
been somewhat reduced. Unfortunately the published 
statements do not separate national defense bills from 
commercial bills ; there is reason to believe that in recent 
months the former constitute an increasing proportion 
of their portfolios. A new institution, the Banque Na- 
tionale de Credit, founded in 191 3, has so greatly ex- 
panded, especially since the war, that it ranks in size 
with the older banks. In 1920 the paid-in capital and 
reserves of the older banks have been increased by 100 
million francs, the principal increase being made by the 
Comptoir National d'Escompte. 3 

1 The flotation of two huge public loans, in February and October, un- 
doubtedly contributed to the credit expansion. 

2 See the report of the Bank for 1920, esp. pp. 7-10, 53-56. 

3 Excellent comparative statements accompany the discussion by Ed- 
mpnd Thery, in L'Economiste Europien, May 6, 1921, pp. 275-278. 

4 L'Economiste Europeen, June 10, 1921, p. 362, citing Journal Officiel, 
May 26. 



It may be remarked in passing that during the past 
four years France has taken steps to domesticate a type 
of bank already established elsewhere in Europe, "la 
banque populaire," virtually a cooperative credit asso- 
ciation designed for small merchants and manufac- 
turers. Aided by state subsidies and supported by the 
Ministry of Commerce, seventy-seven such banks are 
now functioning, and their long term loans are contrib- 
uting an appreciable element to the economic restora- 
tion of the country. 4 

Prices and Cost of Living. The accompanying chart 
shows the course of wholesale prices in France, as indi- 
cated by the official index number reduced to a 1913 
base, and the course of Paris retail prices on a base of 
July 1914, both for the period since October 1918. 




1918 1919 I9E0 ©SI 

Official Indices of Wholesale Prices in France and Retail 
Prices in Paris, 1918-21 

Prices at wholesale reached their maximum in April 
1920, at nearly six times the 1913 level and double the 
prices at the time of the armistice. A precipitate fall in 
May and June was checked for several months, largely, 
it is believed, by the readiness with which the banks, 
under the leadership of the Bank of France, extended 
credits to meet the crisis. In the autumn the decline 
was renewed; and the fall has been so rapid that prices 
are now below the 1918 average. As in other countries, 
the decline has been greatest in textiles, which had risen 
farthest, and has been more moderate in foods than in 
raw materials. In May the average of raw materials 
was 3 times, and of food prices 3! times, the average for 
1913. By May 1921, raw materials had fallen 55 per 
cent, and foods 30 per cent, from the peak in April 1920. 

Retail prices, according to the index, never reached 
the heights attained by prices at wholesale, chiefly be- 
cause of price restrictions affecting many of the articles 
entering the index. These restrictions were relaxed as 
wholesale prices declined. This is probably the chief 
explanation of the continued rise in retail prices culmi- 
nating in November 1920, which was characteristic of 
Great Britain as well as France. Opponents of the sales 
tax, which came into force in July 1920, charge it with 
a share of responsibility. Latterly retail prices have 
been declining, albeit at a rate more moderate than 
wholesale prices, as usual. At present the two series 
bear about the same ratio to pre-war prices, in striking 
contrast to the ill adjustment which prevails between 
wholesale and retail prices in Germany. 

Certain data on the cost of living in Paris, on the 
basis of the first half of 1914, are shown in Table 5. At 
their maximum, reached in the last quarter of 1920, 
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Table 5. — Index Number? of the Cost of Living 
in Paris, 1919-20 * 

Base: First half year IQ14 = 100 



1919 1st half 



1920 1st quarter . 
2nd " . 

3rd " . 
4 th " . 

1921 1st " 



Total 


Food 

(60%) 


Clothing 

ds%) 


Lodging 


Heat 

and light 

(s%) 


238 


260 


296 


IOO 


164 


295 


306 


40S 


IOO 


2O0 


341 


344 


485 


IOO 


296 


363 


358 


518 


IOO 


349 


37° 


389 


445 


IOO 


349 


338 


35° 


398 


IOO 


319 



Miscel- 
laneous 
(8%) 



228 

356 
444 
5io 

5io 

5^ 



I* Data for a working family of four persons, from "la Commission 
regionale d'Studes relatives au cout de la vie," Bulletin de Statistique 
Generate, January, 1921, p. 145. 

the total cost was 370 per cent of pre-war standards, 
or a few points higher if a revised weighting, with more 
weight to clothes and less to lodging, be used. Clothing 
reached a maximum, in the third quarter of 1920, over 
5 times pre-war costs. Foodstuffs, at their height to- 
ward the end of 1920, were not quite four times pre-war 
costs. Rentals, owing chiefly to legal restrictions, ap- 
pear to have remained unchanged despite the housing 
shortage and the flooding of Paris with new inhabitants. 
The latest figures show declines in the leading groups 
and the total, and no increase in lodging and miscel- 
laneous expenses. 

Exponents of crude quantity theories of money will 
find cold comfort in the course of French prices dur- 
ing the past year. During most of 1920, while prices 
were, on the whole, falling, bank notes and deposits 
were on the increase. In recent months both have 
tended downwards, but in no degree commensurate 
with price declines. Currency deflation has been incon- 
siderable, while so-called price "deflation" has been 
extremely large. The writer is one of those who be- 
lieves in the essential soundness of a quantity theory, 
but a good deal more research will be required before 
it can be usefully employed in the interpretation of 
monthly price variations. 

Security Prices. Unfortunately no indices of se- 
security prices, however crude, are available for the 
Paris market. A few broad tendencies may, however, 
be observed by examining comparative yearly prices 
on a large number of securities, and monthly data on 
a few selected ones. 1 

Broadly speaking, French public securities and rail- 
way bonds are about two-thirds of pre-war prices. 
Public securities, however, suffered their principal de- 
cline during the war, while railroad bonds have fallen 
heavily since the armistice. Thus 3 per cent rentes 
have fallen only 7 per cent, while railway bonds are in 
general 25 to 40 per cent below prices of December 31, 
1918. Both have tended moderately downward in 1921. 
Foreign government bonds have naturally varied both 
with exchange rates and with prices on the principal 
markets: thus neutral, British, and American secu- 



rities are generally higher than at the armistice, when 
they were not far from pre-war rates; while other 
foreign securities have generally fallen since 1918, and 
were then well below pre-war figures. 

Railroad shares depreciated during the war between 
20 and 30 per cent — excepting the Est, which recovered 
in 1918 most of its previous loss; and they continued 
to fall during 1919 and 1920. In 192 1, after a rise early 
in the year, they have receded. Present prices are 
about 60 per cent of pre-war prices. Shares of the Bank 
of France, on the other hand, rose during the war and 
continued to rise moderately during 191 9 and 1920. 
Present prices, although generally somewhat below 
prices of January 1, are more than 25 per cent above 
pre-war prices and appreciably higher than at the 
armistice. Shares of other banks fell heavily during 
the war but recovered a considerable part of the loss 
in 1918-20. In 192 1 they have generally declined. At 
present prices they are roughly 10 per cent below pre- 
war prices, but well above levels of December 1918. 
Steamship shares rose extraordinarily during the war 
to two, three, or more times the pre-war prices; the 
rise continued to April 1920. In the past year they 
have lost all of their gains since the armistice, but re- 
main well above pre-war prices. Broadly speaking, iron 
and steel shares have fallen since April 1920, and are 
still falling; but in a few instances, such as Creusot, 
they are even yet above pre-war prices. 

In France, as in Germany, foreign purchases of se- 
curities are understood to be stimulated by especially 
low exchange rates, and foreign sales by high rates. 
Thus there is some tendency for security prices to vary 
inversely with exchange. Exchange rates have not been, 
however, a dominant influence for any considerable 
time, except upon foreign securities. The rise in under- 
lying interest rates, resulting from scarcity of capital, 
is the fundamental cause of the general depreciation 
during the war, from which certain issues, such as the 
Bank of France, Creusot, and the Chargeurs Reunis were 
apparently exempt because of exceptional profits, and 
from which the railway issues were exempt only tempo- 
rarily and in part. The course of security prices since 
the armistice is largely explained by the varying pros- 
perity of different companies, in various phases of the 
business cycle, and, in less degree, by higher bank rates 
since April 1920. The recent movements are not such 
as to indicate a prompt recovery from the industrial 
depression. 

Security Issues. Table 6 summarizes the security 
issues on the French market in the years 1914-20 as 
compiled by a leading French authority. 2 Three facts 
stand out clearly. Whereas before the war the French 

1 For yearly comparisons, see V Economiste Franc.ais, January 8, 19, 1921, 
and Annuaire Gtniral de la France et de I'Etranger, 1920-21, pp. 420-422. 
Daily quotations, week by week, are readily accessible in V Economiste 
Franqais. 

2 An independent compilation by another authority yields results differ- 
ing considerably in detail but reflecting the same tendencies. See L'Econo- 
miste European, September 17, October 13, 1920 and January 7, 1921. 
Different figures for 1918-19 are given in the Fortnightly Survey, February 
10, 1921. 
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Table 6. — Security issues on the French Market, 
1914-20 * 

Millions of francs 





Grand total 


French Securities 


Foreign Securities 


Year 


Government, 

department 


Other bonds 


Stocks 


Bonds 


Stocks 






city loans 










1914 


3,491 


805 


491 


192 


1,781 


222 


1915 


13,654 


13,308 


278 


15 


50 


3 


1916 


IO,7I3 


10,082 


47° 


90 




70 


1917 


13,507 


10,803 1 


2,091 


382 


15 


217 


1918 


23,491 


21,744 


1,129 


583 




35 


1919 


12,276 


2,25of 


8,448 


1,461 


6 4 1 


53 


I920 


55,849 


42,640 


8,032 


5,051 


6 


120 



* Data of Alfred Neymarck. f Including City of Paris bonds. 

I Including 20 million foreign government bonds. 

were absorbing large quantities of foreign securities, 
in amounts even exceeding domestic issues, these issues 
since 1914 have been almost negligible. In the six 
years 1915-20 the foreign issues were but 40 per cent 
of these issues in the single year 1914, which figured 
effectually as little more than half a normal year; in 
the same period the foreign issues constituted less than 
3 per cent of the domestic issues exclusive of govern- 
ment, departmental, and city loans. Secondly, the 
French government issues, which constituted only 3! 
per cent of the total issues in 1914, have since very 
strongly predominated: they constituted 96 per cent 
of the total in 1915-16, 88 per cent in 1917-18, and 
78 per cent in 1919-20. Thirdly, despite the predomi- 
nance of the government issues, one observes the very 
marked increase in private security issues in the last 
two years, and especially in 1920, Even in 191 7-18 
these issues were several times as large as in 1914; in 
1919 they were 13 times and, in 1920, 22 times the 1914 
issues. Especially noteworthy are the capital increases 
in 1920 — 5 billion francs, or 3I times the large issues 
of 1919. 

The first two points mentioned require no labored ex- 
planation. The war's destruction has changed France, 
for the present, from a country with a surplus for in- 
vestment abroad to a country needing foreign capital. 
To meet the inordinate requirements for war and recon- 
struction, the government itself has been and continues 
to be a heavy borrower. This much is obvious. In this 
connection, however, it must be noted that France has 
not yet removed the war-time prohibition against the 
export of capital or the import of securities except with 
special authorization from the Ministry of Finance, 
which is now given chiefly where it appears that an 

1 See below, p. 240. 

2 L' Association Nationale des Porteurs Francais des Valeurs Mobilieres 
now issues monthly figures. See, e. g., L'Economiste Europ&en, May 13, 1921, 
p. 298. 

3 The net excess of deposits over withdrawals in the Caisse des Depdts et 
Consignations by local savings banks has been as follows (in millions of 
francs) in 1920-21 : 

Jan. 44 Apr. 29 July 68 Oct. 17 Jan. 70 Apr. 66 
Feb. 150 May 26 Aug. 86 Nov. -7 Feb. 181 May 63 
Mar. 63 June 45 Sept. 46 Dec. 12 Mar. in June 43 



eventual advantage will accrue to the expansion of 
French industry and commerce. 

The expansion in private issues requires more analy- 
sis. Comparisons with pre-war figures of course greatly 
exaggerate the increase; prices in 1919 and 1920 were 
from four to seven times pre-war prices, and in a cur- 
rency so depreciated the larger issues signify smaller 
additions of capital in reality than in appearance. More- 
over, a considerable part of the new stock issues repre- 
sent, as in Great Britain, Germany, and the United 
States, not new investments but an overt capitalization 
of exceptional profits, through stock dividends or issues 
to stockholders on terms so favorable as to be equiva- 
lent to partial stock dividends. Furthermore, a large 
part of the new issues result merely from the sort of 
financial reorganizations and realignments which have 
taken place on so stupendous a scale in contemporary 
Germany. A heavy element in the recent expansion, 
especially in bonds, consists of reconstruction issues, 
which in part are duplicated in the government issues. 1 
Nevertheless, there has certainly been, during 1919 and 
1920, a genuine increase in the application of savings 
to private industry as compared with the war years, and 
in 1920, perhaps, compared with pre-war years as well. 

Comparable monthly figures have not been available 
until the present year. 2 The indications are that private 
security issues in the first five months of 1921 are con- 
tinuing large even in the face of declining prices and the 
industrial depression, and despite high rates of interest 
which require bond issues to yield between 6J and 7 
per cent. This testifies at once to the seriousness of the 
capital needs and to the thrift of the French investing 
public. Additional evidence of the latter appears in 
statistics of increase in savings deposits, which are at a 
higher rate in 1921 than in 1920 even in months unaf- 
fected by national loans. 3 This new evidence of a tra- 
ditional French virtue is especially welcome in a world 
hungering for capital with which to make a fresh start; 
and it is particularly promising for the economic re- 
covery of France herself. On the other hand, the con- 
tinuance of the expansion suggests the imperative need 
of sound judgment in directing the investment of new 
savings in so unprecedented a period of world readjust- 
ment. Furthermore, the continued drain upon savings 
by the government, even for reconstruction and railroad 
expenditures, leaves a small margin free for private in- 
dustry in general. Recent estimates show that the 
government, railroad, Paris, and private reconstruction 
borrowings for the year will reach 46 billion francs, 
equal to the rate at which all security issues were sold 
in the first quarter; and by regulation of the calendar 
of permits to issue securities, priority is generally 
given to those in which the government is especially 
interested. 

IV. AGRICULTURE, LIVESTOCK, AND THE 
FOOD SUPPLY 

France is a great agricultural country. The rural 
population in 191 1 constituted about 56 per cent of the 
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total. Probably over half of the working population 
are engaged in agricultural pursuits. Normally the 
great bulk of the food and fodder supply is produced in 
France. In terms of value, imports of foodstuffs in pre- 
war years exceeded exports by less than a bilhon francs, 
whereas the net imports of raw materials were usually 
about three billions. In the years 1905-14 the net im- 
ports of the five leading grains averaged only 10 per 
cent of French production; in maize alone were im- 
ports relatively important. Meat imports also were 
relatively small, exceeding exports by only 35,000 tons 
a year, on the average, in 1911-14. 

The effect of the war upon French livestock and agri- 
culture and the beginning of the recovery since 1918 are 
summarized statistically in Tables 7 and 8, giving sig- 
nificant data for pre-war years, the four war years 
1915-18, and 1919 and 1920. 

Table 7. — Numbers of French Live Stock 
Thousands of head 



Table 8. — Area, Production, Yield, and Net Imports 
of Leading Crops in France * 



Date (Dec. 31) 


Horses % 


Catfle 


Sheep 


Swine 


IQI3 


3,223 
2,205 
2,233 
2,413 

2,635 


14,336 

12,668 
12,251 
12,374 
12,756 
13,217 


16,131 

14,038 

9,o6l 

8,991 

9,377 
9,406 


7,036 


IQIJ. 


5,926 


1918 


3,98o 


IQIO 


4,081 


1920 * 

I92O f 


4,585 
4,942 



* Excluding Alsace-Lorraine as do earlier years. 

t Including Alsace-Lorraine. { Excluding horses in military service. 

Live Stock. The invasion of northern France, reduc- 
tion in farm labor, deficiencies in fodder supply, and the 
pressure for human food, led to a decline in all classes 
of French live stock. The first factor led to a sharp 
reduction in the latter part of 1914. The other factors, 
of greater importance in later years, occasioned a decline 
which continued throughout the war, save for a negli- 
gible increase (9,000 head) in cattle in 1918. By the 
end of 1918, sheep and swine were only 56 per cent as 
numerous as at the end of 1913; horses had declined to 
70 per cent, and cattle to 83 per cent of pre-war figures. 
The marked contrast between the cattle and the sheep 
and hogs is due largely to the fact that imports of cattle 
were considerably increased, and imports of sheep and 
swine considerably decreased during the war. Cattle 
and sheep were reduced rather more, and horses and 
swine rather less than in Germany; goats, which in 
Germany increased during the war, fell off in France 
like other animals. 

The principal consequence of the reduction in live 
stock was a great increase in meat imports. From an 
average of 35,000 metric tons a year in 1911-14, the net 
imports increased ninefold to an average of 318,000 
metric tons in the war years 191 5-18. 1 

1 Edmond Thery, in L'Economiste European, June 10, 1921, p. 356. 

2 Commercial and Financial Chronicle, February 5, 1921, p. 525. 

3 Besides the trade returns, see E. Rouland, "Les progres de l'industrie 
frigorifique," in L'Economiste Franqais, April 2, 1921, p. 422, with statistics 
for chilled meat imports, 1913-20. 



Year 



Wheat 


Eye 


Barley 


Oats 


Maize 


Potatoes 



Sugar 
beets 



Area (in thousands of hectares) 



1905-14 aver. 
1915-18 aver. 

I 9 I 9 

1920 



6,493 


1,205 


735 


3,886 


476 


i,S32 


4,79° 


813 


626 


3,022 


346 


1,296 


4,604 


772 


56i 


2,855 


297 


1,256 


4,854 


809 


605 


3,264 


33i 


i,352 



230 

75 
75 
90 



Yield {in quintals per hectare) 



1905-14 aver. 
1915-18 aver. 

1919 

1920 



i3-5 


10.7 


i3-4 


12.6 


11.9 


87.4 


11. 2 


9.4 


n-7 


10.9 


10.7 


67.7 


11.8 


9-5 


8.9 


8.7 


8.6 


61.5 


12.9 


10.5 


12.7 


12.9 


12.9 


76-3 



249-3 
208.2 
166.3 

228.4 



Production (in thousands of metric tons) 



1904-15 aver. 
1915-18 aver. 

1919 

1920 



8,797 


1,287 


986 


4,900 


568 


13,392 


5,362 


673 


734 


3,289 


37i 


8,778 


4,965 


73o 


500 


2,494 


253 


7,73i 


6,271 


849 


771 


4,223 


427 


10,316 



5,735 
1,562 
1,248 
2,056 



Net imports (in thousands of metric tons) 



1904-15 aver. 
191 5-1 8 aver. 

1919 

1920 



736 


26 


109 


383 


408 


68 t 


2,295 


5 


126 


744 


140 


9% 


2,348 


14 


3i4 


460 


i37 


283 


2,362 


4i5 


26 


193 


443 


158 % 



I02f 

338t 
3°6f 



* Derived from data in Statistique Agricole Annuelle, 1918; Bulletin de 
Statistique GSnerale, January, 1921; and Documents Statistiques sur la 
Commerce de la France, December, 1920. Alsace-Lorraine excluded through- 
out, except from imports 1919-20. 

t Net imports of sugar. % Net exports. 

Little progress in recovery was made in 1919 when, 
thanks to reduced pressure on shipping and food sup- 
plies, the net imports of meat rose to nearly 500,000 
tons, 50 per cent greater than in the war years. In 1920, 
on the contrary, all classes of live stock increased ma- 
terially, owing partly to natural increase and partly to 
the delivery of some 200,000 head under the terms of 
the Peace Treaty. 2 Partly in consequence, meat im- 
ports in 1920 (in terms of quantities, not values) were 
only two-thirds as large as the average for 191 5-18, and 
only 45 per cent of those for 1919. 3 It is of passing 
interest to observe that, despite the German deliveries 
and the acute fodder shortage in Germany, official sta- 
tistics show, in most classes of live stock, a less rapid 
recovery in France than in Germany. The condition 
of the French animals, on the other hand, is probably 
better. 

Agriculture. The war greatly reduced agricultural 
areas, yields per hectare, and production of practically 
all crops. The invaded area, most of it wrested early 
from French control and left devastated at the end of 
the war, included 1,757,000 hectares of arable land, 
which was estimated to have yielded normally 20 per 
cent of the wheat crop, 27 per cent of the oat crop, and 
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75 per cent of the sugar beets. 1 The withdrawal of men 
and draft animals for military service occasioned addi- 
tional reduction in acreage cultivated, and, coupled 
with reduced supplies of fertilizers and agricultural ma- 
chinery, reduced yields per hectare. As shown in 
Table 8, the area cultivated during the war years was 
but 60 per cent to 75 per cent of the average for ten 
pre-war years, and the yield per hectare was only 85 
per cent of the pre-war average. Consequently the 
crops were only 60 to 70 per cent of the average before 
the war. What is true of the crops here shown is true, 
in general, of other crops of less importance. Naturally, 
therefore, cereal imports greatly increased, notably im- 
ports of wheat and flour. These, as wheat, averaged 
three times as large in the years 191 5-1 8 as in the years 
1905-14, and constituted nearly one-third of the total 
consumption. Imports of the five principal grains were 
more than double the pre-war average. 

No recovery is visible in 191 9; indeed, owing to in- 
complete demobilization, the demoralization of trans- 
port facilities, the continuance of many war conditions, 
the unfortunate psychological reaction which marked 
the return to peace, and unusually bad weather condi- 
tions, some crops were worse than in any war year and 
most others were little better than in the worst war 
year. Barley and oat crops were hardly more than 
half, and wheat and rye only 57 per cent, of their pre- 
war averages. Consequently, net wheat imports in 
1919 and 1920 were slightly larger than in the average 
war year, and imports of other grains (except oats) were 
considerably greater. 

In 1920 a marked improvement took place. Much of 
the devastated area was brought into cultivation. Fer- 
tilizers were more abundant. Labor was once more 
available, though not abundant. Agricultural equip- 
ment was materially increased, notably by restitution 
and reparation deliveries from Germany and by pro- 
duction from transformed munition plants. Weather 
conditions were unusually favorable. Consequently, 
with somewhat increased acreage and with yields per 
hectare nearly as large as the average before the war, 
the leading cereal crops were 71, 66, 78, and 86 per cent, 
respectively, of the average crops in 1905-14. 

For the present season the acreage has undoubtedly 
again increased, labor has been ample, fertilizers have 
been abundant, 2 and the increase of agricultural ma- 
chinery has been continued. On the other hand, lack 
of rain has kept the condition of the crops, especially 
those planted in the spring, considerably below last 
year's figures. While latest reports are not unfavor- 
able, France will be fortunate if this year's crops are 
as large as those of 1920. 

Before the war, crop yields per hectare in France 
were considerably below those of her European neigh- 
bors, except Spain, Italy, Hungary, and the Balkan 
states. There is, therefore, room for considerable im- 
provement in productivity, and the prospects of such 
improvement are good. Scarcity of labor, the small 
scale of production, and the conservatism of the French 



peasant will continue to hinder progress. The fertilizer 
position, on the other hand, should be much improved. 
The rich North African phosphate beds are ready for 
intensive development. 3 The Alsatian potash mines, 
whose production was formerly restricted by the Ger- 
man potash kartel, are being .exploited in the interest 
of French agriculture. 4 Lorraine's by-product of phos- 
phoric Thomas slag will be available in considerable 
quantities as the iron and steel industry revives. With 
low freight rates and slackened demand, imported ni- 
trates and superphosphates should be relatively cheap. 
Moreover, the great expansion of the chemical industry 
during the war promises a ready supply of agricultural 
chemicals of all kinds, just as the increased facilities 
for iron and steel manufacture promise larger supplies 
of French-made tools and machinery. Already in 1920, 
as shown by the following comparative figures (in thou- 
sands of metric tons), the consumption of important 
fertilizers had greatly increased: 5 

19x4 1920 

75 
152 

1333 



Pure potash (in various forms) . 37 

Natural phosphates 100 

Superphosphates 1075 



And whereas in 1913 only 295 farm tractors and similar 
machines, all of American make, were reported in use, 
in 1920 the number had increased to 5,400, of which 90 
per cent were of French manufacture. 6 The Ministry 
of Agriculture has promoted the immigration of farm 
labor and started a campaign to extend the use of im- 
proved methods of cultivation. Certainly, strenuous 
efforts will be made in the next few years to keep to a 
minimum food imports from North and South America, 
except on terms which neutralize the adverse exchange 
rates. Because of trade and financial connections, 
France is likely to seek more of her grain imports from 
the east, e. g., from Poland and Roumania, if transport 
difficulties can be overcome. It is reasonable to expect 
a gradual and moderate improvement in French agri- 
cultural output, and a readjustment of her foreign trade 
in grain. 

Another important French crop deserves brief men- 
tion — wine. Table 9 gives the significant figures. 
Although the important wine regions were not invaded, 
the production fell off during the war to about two- 
thirds of the pre-war average. Exports were reduced 
to a third of pre-war quantities, and imports were some- 
what increased. Unlike other crops, the wine produc- 
tion improved steadily during the war from the very 
low figure of 191 5 — 20 million hectoliters. Since the 
war the improvement has continued: the 1920 crop 

1 See two articles by Edmond ThSry, in U Economiste Europeen, May 27, 
June 3, 1921. 

2 Noteworthy increases have taken place in Alsatian potash, North 
African phosphates, and American superphosphates, while nitrate of soda 
is released from military for agricultural uses. 

3 Fortnightly Survey, May 10, 1921. 

4 Ibid., August 2, September 15, 1920. The output of crude potash 
salts is expected this year to be over five times the 1913 output under Ger- 
man control. 

6 L'Economiste European, March n, 1921, pp. 149-151. 
6 Fortnightly Survey, March 26, 1921. 
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Table 9.' — French Wine Statistics, 1905-20* 
Thousand hectoliters 



Year 



1905-14 average 
1915-18 " 

1919 

1920 



Production 



52,707 
34,971 
54,515 
56,034 



Imports 



2,090 

8,313 
6,104 

5,406 



Exports 



2,079 

646 

1,180 

1,857 



* Data for 1905-18 from Statistique Agricole Annuelle; for 1010-20 from 
L'Economiste European, June 3, 1021, p. 340, and trade returns for 1920. 

was 60 per cent above the pre-war average; exports are 
approaching pre-war figures and imports are cut down 
well below. The immediate outlook for the French 
wine trade, however, is less satisfactory than these fig- 
ures suggest, for the foreign demand has been reduced 
by increased taxation, the industrial depression, and 
the extension of prohibitory laws. 

Food Supply. The supply of food during the war was 
short, although never as seriously short as in Italy, Ger- 
many, and Austria. Government control, although 
never as effective as in England, and inter-allied co- 
operation, assured individuals of the necessaries of life. 
Since the war, the shortage has gradually been re- 
lieved, by imports and further production; and, little 
by little, controls have been relaxed. At the end of 
August 1920, control of all grain except wheat and rye 
and of sugar was abolished. In February 1921, the 
government discontinued its provision of sugar rations 
at fixed prices to children, invalids, and the aged. Early 
in March the rigid system of districting the milling of 
wheat and the supplying of bakeries was discontinued. 
It is now announced that private importation of wheat, 
rye, and flour will be permissible from August 1, 192 1, 
and it is expected that government purchases of these 
products, and all control over them, will be abandoned 
from August 31 next. 1 Only very unsatisfactory crops 
will delay this action. 

Wholesale prices of foodstuffs, to judge by the official 
index number, consistently showed less of an advance 
over pre-war prices than prices of raw materials, until 
this last spring. Retail prices, moreover, have been 
relatively lower than wholesale prices, until the present 
year. As one should expect, meats and other animal 
products, which have not been controlled, have been 
higher in price than grains and vegetables. 2 The rural 
population is not likely to lack adequate nourishment, 
and the prospect for industrial classes depends primarily 
upon earning power. 

V. BASIC INDUSTRIES AND INDUSTRIAL 
RECONSTRUCTION 

Coal. The shortage and high price of coal have con- 
stituted one of the most serious obstacles to French 
progress and prosperity from the cessation of hostilities 
to the latter part of 1920, affecting transport, iron and 
steel production, manufacturing costs, and the cost and 



comfort of living. In 1913 France consumed about 65 
million metric tons of coal, or 60 millions exclusive of 
consumption at the mines. Roughly half of it was con- 
sumed industrially, one-fifth in domestic uses, 15 per 
cent by the railways, half as much by gas works, the 
balance by the merchant marine. French mines fur- 
nished about 41 million tons, two-thirds of the total 
supply. Imports, chiefly from Great Britain, Germany, 
and Belgium, aggregated over 20 million tons a year. 
Exports, chiefly to Belgium, Switzerland, and Italy, 
were ordinarily between 1 and 2 milKon tons. 3 

Table 10 illustrates the chief elements in the situation 
since 1913. 4 The war cut down the output heavily: 

Table 10. — French Output and Net Import op Coal 
and Lignite, 1911-20* 





Thousands op Metric Tons 


Percentage oe 1913 Figures 


Year 


Produc- 
tion 


. Net 
import 


Total 


Produc- 
tion 


.Net 
import 


Total 



(A) Exclusive of Alsace-Lorraine 



1911 
1912 

1913 
1914 

1915 
1916 
1917 
1918 



1911-13 aver. 
1915-18 " 

I9 J 9 

1920 



39,230 


20,013 


59,243 


96 


105 


41,145 


18,752 


59,897 


IOI 


99 


40,844 


19,011 


59,855 


100 


100 


29,787 






73 




19,875 






49 




21,473 


19,089 


40,562 


53 


100 


28,925 


i8,437 


47,362 


7i 


97 


26,311 


i3,55 6 


39,867 


64 


7i 


40,406 


19,259 


59,665 


99 


IOI 


24,146 






59 




19,992 






49 




22,100 






54 





99 
100 
100 



68 

79 

67 

100 



(B) Including Alsace-Lorraine 



i9 J 3 
1919 
1920 



46,512 


24,474 


70,986 


IOO 


IOO 


22,476 


18,473 


40,949 


48 


75 


25,274 


23,845 


49,119 


54 


97 



IOO 

58 
69 



* Data from Annuaire Statistique, 1913, p. 107*; Annuaire General de la 
France et de VEtranger, 1920-21, pp. 470-473; trade returns, December, 1920; 
Economic Review, April r, 1921, p. 373; International Financial Conference 
(T920), Paper No. VIII, Coal Statistics. 

until 191 7, when special measures were effectively taken 
to increase it, the output was barely half the pre-war 
rate; and the German drives in 1918 again reduced it. 
The withdrawal of labor and the interruption of trans- 
port were felt at the outset. Most of the mines of the 
Nord and Pas-de-Calais fields, which produced nearly 
70 per cent of the pre-war output, were soon captured 

1 Federal Reserve Bulletin, April, 192T, p. 424; Economiste European, 
June 3,1921, p. 350. 

a The index numbers, wholesale and retail, are easily accessible in the 
Federal Reserve Bulletin. See chart and discussion above, p. 231. 

3 Annuaire General de la France et de VEtranger, T920-21, p. 470; and 
Annuaire Statistique, 1914-15, p. 107*. 

4 In its details this table is not to be too heavily relied upon. Various 
sets of figures are prepared, but few cover the whole period and they are not 
easily reconciled. In particular, the changed status of Alsace-Lorraine and 
the Saar, and the confusion between gross and net production, interfere 
with comparability. 
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or fought over, and eventually destroyed by the Ger- 
mans. Additional shipments from Great Britain largely 
made good the loss of Westphalian and Belgian coal; 
thus imports were maintained on much the level of 1913. 
Except in 1918, when French coal was sent to Italy to 
replace equivalent British coal, to economize shipping, 
exports during the war were relatively negligible. Dur- 
ing hostilities, therefore, the quantity available for con- 
sumption was not above two-thirds the pre-war rate. 
Although the requirements were largely reduced by the 
injury to French industries in the north and east, par- 
ticularly the iron and steel industry in the east, a severe 
shortage was felt throughout the war. 

The terms of the Peace Treaty (Annex V) provided 
that, in view of the wanton havoc worked by German 
destruction upon the French coal mines, Germany 
should transfer to France the mines of the Saar basin for 
fifteen years, and further deliver, annually for ten years 
as part of the indemnity, 7 million tons of coal or equiva- 
lent coke plus a variable amount equal to the difference 
between the pre-war and current production of the in- 
jured mines. The Saar mines, which produced 145 
million tons (gross output) in 1913, have been under 
French control for over a year and are producing at 
two-thirds their pre-war rate. By an agreement at 
Spa in July 1920, the requirements under the Treaty 
were modified to Germany's advantage to an amount 
aggregating 2 million tons a month for the allies as a 
whole, of which France was to receive over if millions. 

In 1919 the French output, including 2§ million tons 
from reannexed Lorraine, was 4! million tons below 
that of 1918. The damaged mines, which produced 
22I million tons in 1913, yielded only 637,000 tons in 
1919. German deliveries, begun only in September, 
were very small. Another factor contributing to less- 
ened production in 1919 was the reversion to ordinary 
mining methods, in contrast to the forced production 
methods which prevailed in 191 7 and 1918. Labor was 
short, even after demobilization. The arise des trans- 
ports, and the general slackening of effort so character- 
istic of 1919, figured heavily. Substantial increases in 
imports at high prices from England and America, and 
reduction of exports, barely sufficed to maintain the 
supply at the low level of the war years. 

In 1920 the devastated mines yielded 2J million tons, 
four times the output of 1919, and a moderate improve- 
ment in output occurred elsewhere. By midsummer 
the transport crisis was over. The number of miners 
increased: at the end of 1920 there were 224,500 as com- 
pared with 1 76,000 a year before. 1 Yet the total output, 
including Lorraine's 3,175,000 tons, reached only 25 f 
millions, or but 21 exclusive of the consumption at the 
mines. The Saar basin, moreover, showed a somewhat 
increased yield, of which 40 per cent (3,782,000 tons) 
was shipped to France. Imports from the United 
States, under 300,000 tons in 1919, exceeded 2§ millions; 
from Germany came nearly 5 miUion tons of coal, nearly 
a million of briquettes, and 3! million of coke, not far 
short of fulfilling her agreement of July 1920. 2 Thus 



in spite of reduced imports from England, the total coal 
imports were 5 million tons greater than in 1919, and 
coke and briquettes materially greater as well. Count- 
ing these with the coal, the coal supply in 1920 was 
about 30 per cent greater than in 1919. 

The resultant coal available was only three-fourths 
as much as before the war, and meanwhile the Lorraine 
district, with its normal excess of coal requirements, 
was included. Nevertheless, so greatly reduced were 
the French requirements in 1920, by reason of the 
limited industrial restoration and the increasing business 
depression that, as the supplies increased late in the 
year, prices fell greatly, 3 railway stocks and city stocks 
were reconstituted to pre-war levels, stocks piled up at 
the pit-heads, and imported coal went begging. The 
mild winter contributed to the easing of the situation. 

On February 1, 192 1, the government ceased its 
drawbacks or rebates on coal imports; on March 1 all 
restrictions upon the importation, distribution, sale and 
price of coal were abolished, as well as the surtaxes upon 
French coal established to compensate for the high 
prices paid on imported coal. 4 The national coal office 
and its local distributing agencies are in liquidation. In 
recent months, therefore, in the face of the great cur- 
tailment of the important British imports because of 
their coal strike, the coal supply has ceased to be a 
handicap upon French industry; and wholesale prices 
of minerals, including coal, now show a smaller net ad- 
vance over pre-war prices than any other group of 
commodities in the official index. This favorable 
change is of immense importance to France. 

Undoubtedly this position is temporary, and is due 
especially to the industrial depression, which affects 
most heavily industries which were large coal consumers. 
Yet the future outlook is fairly bright. Under the terms 
of the indemnity, German coal may be counted upon 
with more certainty than heretofore. The restoration 
of the devastated mines is proceeding more rapidly than 
was first anticipated. The prospect is that the mines of 
the Nord will reach their pre-war output by 1923, and 
those of the Pas-de-Calais by 1930. 5 As foreign labor 
becomes increasingly available, the number of miners 
and mining outputs bid fair to increase. The abundance 
of shipping and the improvement of the franc imply 
lower rates for sea-borne imports. The development of 
hydro-electric power, which is being vigorously pushed 
with reference to industrial as well as railway uses, will 
reduce coal requirements. 6 In short, an increase in coal 
supplies may be expected to accompany the restoration 

1 Economic Review, May 6, 1921. 

2 The Reparation Commission reported total coal deliveries to France 
(including coke and briquettes reduced to coal equivalents) as 14,210*582 
metric tons up to December 31, 1920. Chronicle, February 5, 1921, p. 525, 

3 See prices 1920-21 in Fortnightly Survey, March 26, 1921. 

* L'Economiste Europlen, March 4, 1921, p. 135; Federal Reserve Bulletin, 
April, I92i,p. 424. 

6 For an early estimate of future recovery in output, see Board of Trade 
Journal, September 2, 1920, p. 288. Later estimates are somewhat more 
optimistic. 

6 See especially Annuaire de la Houille Blanche Francois; L'Economiste 
Francais, January 29, 1921, p. 134; numerous articles in the Fortnightly 
Survey; and below, p. 241. 
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and revival of French industry, and while the shortage 
may return and prices again advance, a return of the 
critical conditions of 1919-20 is not to be anticipated. 

Iron and Steel. France has been for years among 
the leading producers of iron ore, pig iron, crude steel, 
and iron and steel manufactures. The reannexation of 
Alsace-Lorraine, with the richest ore mines in Europe 
and important blast furnaces and converters, should 
make her the leading European producer of iron ore and 
a much closer competitor of Great Britain and Germany 
in the production of pig iron and crude steel. In no 
other industry is the return of Alsace-Lorraine of such 
signal importance, whether in economic resources or in 
industrial reorganization. 

Before the war the French iron ore output was rapidly 
increasing: from 6J million metric tons in 1903, it rose 
to 14J millions in 1910, and nearly 22 millions in 1913. 
Ordinarily 90 per cent or more came from the Briey, 
Longwy, and Nancy basins of the northeast, of which 
the first has grown to be by all odds the leading field. 
Eighty per cent of Germany's production, 21 million 
tons, came from the neighboring Metz-Thionville fields 
of Lorraine. Between 50 and 60 per cent of the output 
was consumed in the producing area; the rest was dis- 
tributed, the surplus from eastern France going chiefly 
to Belgium, but partly to German Lorraine, Luxemburg, 
Westphalia, and the Saar; while the Lorraine surplus 
was distributed chiefly among the last three regions. 1 

The French output of pig iron and crude steel was 
somewhat less concentrated, only 70 per cent of the 
pig iron, and 54 per cent of the steel, coming from 
eastern France in 1913. In the same year Alsace- 
Lorraine produced nearly 75 per cent as much pig iron, 
and nearly 50 per cent as much steel, as the whole of 
France. Roughly speaking, Lorraine was a slightly 
larger producer of pig iron, and a slightly smaller pro- 
ducer of steel, than the adjoining region of eastern 
France. She produced in 1913 some 25 per cent of Ger- 
many's output of pig iron, and 15 per cent of Germany's 
steel. 2 Thus the reannexation of the lost provinces 
affects both French and German industry more largely 
in its raw material than in its crude iron and steel, and 
in the latter does not promise to change their relative 
rank. 

Both in France and Alsace-Lorraine the iron and steel 
industry was hard hit by the war. The mines and mills 
of eastern and northern France lay principally in the 
invaded regions; they were cut off from their natural 
sources of coal and raw materials, and their natural mar- 
kets as well. Consequently in the main they suspended 
operations. To a much lesser degree the same factors 
reduced the output of Alsace-Lorraine. Thus the 
French output of iron ore, largely in eastern France, 
was reduced during the war years to only 7 per cent of 
the 1 913 output. The outputs of pig iron and crude 
steel were also heavily reduced, but were less affected 
than iron ore because of the location of more plants 

1 Annuaire General de la France et de L'Etranger, 1920-21, pp. 475-478. 

2 Ibid., pp. 483-486. 



outside the invaded regions, the possibility of importing 
iron ore and even pig iron, and the need for manufactur- 
ing in France large quantities of iron and steel products, 
especially munitions. 

Since the war, as shown by Table n, some progress 
has been made in restoring damaged mines and plants, 
and the output of pre-war France is gradually improving. 

Table ii. — French and Alsace Lorraine Production of 
Iron Ore, Pig Iron, and Crude Steel, 1913-20 * 



Year 


Production 
(Thousands of metric tons) 




France (pre-war) 


Alsace-Lorraine 


Total 


Iron Ore 




* Comit6 des Forges data: see Board of Trade Journal, August 5, 1920, 
p. 166; Cote des Fosses, September 10, 1920; Bulletin de la Statistique Gini- 
rale, January, 1921, p. 104; L'Economiste European, March 25, 1921, p. 
184; Annuaire General, 1920-21, pp. 47s, 488, 485. 

The iron ore output in 1920 was 25 per cent, the pig iron 
output 38 per cent, and the crude steel output 40 per 
cent of corresponding outputs in 1913, representing a 
considerable gain over 191 9 and, except in crude steel, 
over the war years. The improvement has been greater 
in eastern France, where the damage occurred chiefly 
late in the war, than in the north. Lorraine outputs 
fell off in 1919, owing chiefly to the transition from 
German to French ownership and operation; but in 
1920 they recovered somewhat, remaining at a figure 
between 35 and 50 per cent of pre-war outputs. Com- 
bining the two regions, it may be said that the French 
iron and steel industry in 1920 was producing between 
32 and 42 per cent of the combined output in 1913 of 
pre-war France and Alsace-Lorraine. 

This sharp contrast with a fairly normal pre-war year 
calls for explanation. Certainly one of the principal 
factors is the devastation and systematic injury to the 
French mines, foundries, and steel plants. A second 
important factor, especially weighty in 1919, resulted 
from the reannexation of Alsace-Lorraine; this not 
only entailed a change in ownership and in operating 
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personnel and methods, but required reorganization of 
industrial relations between the producers and con- 
sumers. Moreover, there has been a considerable labor 
shortage in the mines of eastern France and Lorraine, 
which is only gradually being overcome as foreign labor- 
ers come in. The recruiting of unskilled laborers and 
the reduction in length of working day have contributed 
to reduce the output per miner. What is true of the 
mines in these respects has been true in equal measure 
in the iron and steel mills. The scarcity and high price 
of coal has certainly been a retarding factor. Undoubt- 
edly also, the existence of quantities of scrap iron and 
steel, an obvious legacy from the war, and the numerous 
disturbances and readjustments which have been taking 
place in the past two years throughout Europe, have 
temporarily reduced greatly the demand for iron ore, 
pig iron, and crude steel. The improvement in 1920 
reflects a partial surmounting of these difficulties. Out- 
puts in recent months have been below the levels 
reached in the latter part of 1920; indicating that the 
revival of the iron and steel industry, as recent statistics 
show, is now receiving a serious setback through the 
general industrial depression. 

The recovery of Alsace-Lorraine, and other industrial 
changes which the war has wrought, call for a measure 
of industrial reorganization in France second only to 
that of Germany. This is proceeding more slowly and 
quietly in France. In March the Comptoir Longwy, 
"a syndicate of twenty important pig-iron producers of 
Longwy, Briey, and Nancy, which has regulated output 
and fixed prices of pig iron for the last forty-five years," 
voluntarily dissolved owing to the impossibility of per- 
forming their function of stabilizing the market under 
the present unprecedented conditions. 1 Doubtless, upon 
its ruins there will grow, sooner or later, a new syndicate 
including the Alsace-Lorraine producers, but for the 
present the industry lacks coordinating agencies. Ger- 
many's dependence upon France for iron ore and Thomas 
slag, and French dependence upon Germany for West- 
phalian coal for smelting, make especially important the 
resumption of full and friendly commercial intercourse. 

Industrial Reconstruction. By the patience and in- 
dustry of the French peasants, thronging back to their 
former homes in the north of France under most dis- 
heartening conditions, the agricultural restoration of 
the invaded regions has been well-nigh completed. By 
concentration of efforts upon the reconstruction of 
roads, canals, and railroads, the bulk of the destruction 
of the transport facilities was made good by the summer 
of 1920. The task of industrial reconstruction and the 
rebuilding of houses is much more serious; it is not 
likely to be completed for several years. 

1 Federal Reserve Bulletin, April, 1921, p. 425. 

2 Economic Survey of Certain Countries Specially Afected by the War at 
the Close of the Year igig, p. 17. 

3 E. Ogier, in Le Monde Illustri, September 25, 1920. 

4 L'Economiste Europten, April 22, 1921, p. 250. 

5 See estimate of E. Velaine, in La Journe'e Industrielle, January 14, 1921. 
A more optimistic report appears in the Fortnightly Survey, December 15, 
1920. 



As shown by the figures below, several of France's 
leading industries were heavily concentrated in the in- 
vaded regions : 2 





Production, iois 










Percentage 


Product and unit 






in invaded 




Total 


In invaded 
regions 


regions 


Coal (thousand metric tons) 


40,844 


3 2 ,22S 


74 


Steel " " " 


S,°93 


3,718 


63 


Copper " " " 


12 


II 


94 


Zinc " " " 


68 


52 


77 


Sugar " " " 


786 


6oi 


76 




2,700 


2,255 


81 


Cotton " " 


7,5oo 


2,225 


29 


Flax " " 


577 


540 


93 


Machinery, etc. (million francs) . . 


1,209 


300 


25 



A total of 4,486 industrial establishments were destroyed, 
6,376 others were pillaged of machinery and equipment, 
and nearly 10,000 more were more or less damaged. In 
general, the best and largest were the most systemati- 
cally destroyed. Nearly 300,000 houses were completely 
destroyed and an equal number partially destroyed. 3 

The population has gradually returned. From a low 
level at the time of the armistice of but 42 per cent of 
the pre-war population of these regions, the numbers 
have now risen to 93 per cent. Of the houses nearly 
half have been restored. All but forty of the 3,256 
towns which were recovered from the enemy are now 
carrying on their functions of local government. 4 
Eighty per cent of the industrial establishments which 
employed twenty or more persons in 1914 have recom- 
menced operations, and employed early this year about 
46 per cent of their pre-war personnel. Table 12 sum- 
marizes, by industries, the progress in industrial recon- 
struction up to February 1, 192 1. In general the houses 
and industries least injured have been first put into con- 
dition, and the rate of progress henceforward will neces- 
sarily be slower. The industrial reconstruction is least 
complete in the mines and beet sugar factories. In these 
groups of establishments less than 30 per cent of the 
pre-war quota of workmen are employed. In other 
lines of industry the percentage ranges from 40 to 60 
per cent. The recovery in output is thus far smaller 
than the increased numbers of workmen would suggest, 5 
since the industrial effectiveness is lower on account of 
incomplete reconstruction and reorganization, and re- 
duced hours and efficiency of labor. 

The work of reconstruction, necessarily a long task, 
has been hampered chiefly by shortages of labor and 
funds. To relieve the labor shortage measures have 
been taken to encourage foreign laborers to come in: 
Poles and Italians especially have swelled the ranks 
of reconstruction laborers. The industrial depression 
helps to relieve the shortage temporarily. But there is 
no doubt that, if sentimental objections could be over- 
come and suspicions allayed, the work could be greatly 
accelerated by utilizing German labor in large numbers 
as the Germans have repeatedly offered. The accept- 
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Table 12. — Industrial Reconstruction in France 
Establishments employing 20 or more persons 



Group of industries 



Establishments 

reported as having 

recommenced 

operations 



Number 



Mines 

Quarries 

Foodstuffs 

Chemicals 

Rubber, paper, card- 
board 

Books 

Textiles 

Clothing, etc 

Straw, feathers, hair . . . 

Leather and skins 

Wood 

Smelting 

Common metals 

Fine metals and precious 
stones 

Stonework, moulding . . . 

Earth work and con- 
struction 

Fire-proof stones and 

earths 

Total 



31 

68 

248 

125 

35 
76 

900 

160 
13 
77 

283 
40 

806 

5 
40 

379 
342 



Percent- 
age of 
total 
reporting 



Number of employees in all 
reporting establishments 



In 1914 



3,628 



86 

79 
66 

79 



76 

92 

73 
88 

93 
86 
88 
78 



100 

98 

75 
83 



80 



100,076 
6,767 

39,4i4 
22,291 

7,889 

6,789 

280,217 

21,123 

2,867 

9,790 

21,483 

38,586 

126,781 

74i 
2,803 

5i,i47 
54,231 



On February i, 1921 



Total 



Percent- 
age of 
number 

in ioi'4 



802,995 



29,390 

3,644 
11,658 
11,964 

4,689 

3,706 

137,848 

II,28o 

1,152 

4,994 

9,212 

17,162 

7i,3o5 

408 
i,585 

24,114 

25,862 



369,973 



29 
54 
30 

54 

59 
55 
49 
53 
40 

5i 
43 
44 
52 

55 
57 

47 



46 



ance of another German offer, to deliver houses by 
the thousand, would mitigate the difficulties of present 
housing conditions and tend to ease the labor situation. 
The shortage of funds is due primarily to Germany's 
slow pay, French treasury deficits on ordinary accounts, 
and the limited market for loans. Germany's payments 
are likely to be accelerated henceforth, but are not 
likely to furnish funds for reconstruction as rapidly as 
the French would wish, except as German bonds may 
be salable on the French or foreign markets. Sales on 
the French market would compete with French issues, 
but may be made as a partial substitute for further 
domestic issues; sales abroad seem likely to be possible 
in the near future only at a considerable discount. In 
the face of these difficulties, the government has taken 
special steps to facilitate the financing of reconstruction. 
When the claims of an injured property owner have 
been approved by a local committee and the Treasury, 
a compensation contract is signed entitling the sinistre 
to a principal sum of the value of damage as of 1914 
plus an increment, three to six times this sum, depend- 
ing upon costs of reconstruction. This sum may be paid 
in annual installments extending over fifteen to thirty 
years, calculating interest at 6 per cent. The order bond 
with coupons, which evidences this contract, becomes 
available for collateral. Upon it a sinistre or group of 
sinistres may borrow through a trustee approved by the 
Ministry of Finance, payments being made on certifi- 

1 Fortnightly Survey, May 25, 1921. 



cates from government engineers stating the value of 
reconstruction work done. Such loans have recently 
been issued by the city of Albert and a syndicate of 
owners of damaged coal mines. 1 Others are likely to 
follow if these succeed. 

Furthermore, the government has organized a finan- 
cial institution, the Credit National, to act as its agent 
in paying sinistr6s. This institution has issued two 
loans of 4 billion francs each, late in 1919 and early in 
1920 respectively, with the guarantee of the State. To 
the end of May 192 1 it had opened accounts with over 
300,000 sinistrfSs and made payments aggregating 5! 
billion francs. Latterly its payments have averaged 
600 millions a month. 2 The Cr6dit National has also 
power to furnish three to ten-year reconstruction credits 
to commercial and industrial concerns. 

Germany's most important aid in reconstruction, at 
least in the near future, will probably not be financial. 
She is ready to devote labor, material, and industrial 
leadership to the task, and has these to spare. Such 
direct expenditure of efforts has much in its favor. The 
penalty follows the deed - — reconstruction in the foot- 
steps of destruction. It would least derange the world's 
industrial and financial machinery., It would utilize 
Germany's resources where she is strong and France 
comparatively weak. Furthermore, if Germany is 
allowed thus to export labor and building materials, 
her ability to meet indemnity payments will be con- 
siderably enlarged. Although French sentiment has 
been strongly opposed to any work by Germans on 
French soil, and although the French are suspicious of 
such German offers, ex-President Poincare' and the Eco- 
nomic Council of the General Confederation of Labor 
have spoken in favor of such a move and there is some 
hope of its acceptance. 

VI. TRANSPORT AND COMMUNICATION 

Railways. The war affected the French railways in 
three principal respects. Important sections of two 
leading systems lay in the battle area and were de- 
stroyed, and quantities of their rolling stock were cap- 
tured or destroyed by the enemy. During the war and 
the armistice the railways, their equipment, and their 
personnel were subjected to tremendous strain, incident 
to mobilization, movements of troops and supplies, and 
demobilization; while, generally speaking, maintenance 
of way and equipment were skimped except where mili- 
tary requirements necessitated good upkeep. Finally, 
ill success in adjusting rates and fares to expenses, 
which mounted with prices and wages, led to increas- 
ing deficits. 

The Nord railway faced the necessity of reconstruct- 
ing 600 bridges, 5 large viaducts, 3 important tunnels, 
390 stations, and some of its principal repair shops. 
The Est railway had to rebuild 12 tunnels, and other 
works on a scale similar to the Nord's. On the two 
systems, 2,900 kilometers of double track road and 

L'Economiste EuropZen, June 24, 1921, p. 394. 
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5,600 kilometers of single track road had to be recon- 
structed. For obvious reasons, this work was given 
precedence in the whole reconstruction program. The 
bulk of it was completed by the spring of 1920, and on 
July 10, 1920 the two railways issued a joint statement 
announcing that both systems had returned to a com- 
plete pre-war service basis. 1 

By the same date, the other railways had succeeded 
in regaining something of their pre-war physical effi- 
ciency. Considerable quantities of locomotives, freight 
trucks, and other railway material were surrendered by 
the Germans under the reparation provisions of the 
treaty. 2 Transformed munition works were able to re- 
pair old equipment, and supply new, on a larger scale 
than before the war. 3 Certain of the war's railway 
developments and equipment could be diverted to 
peace time uses. Consequently, as early as January 1, 
1920, locomotives and freight cars in service exceeded 
pre-war figures, though passenger cars were still far 
below. The number of locomotives and freight cars 
increased more than 25 per cent in the two years after 
the armistice. 4 Unfortunately no statistics of physical 
condition, equipment, or traffic are currently published, 
but it is generally conceded that, since the middle of 
1920, the French railways have ceased to be a handicap 
upon the resumption of normal economic activity. The 
crise des transports was over before the coming of the 
industrial depression. 

Moreover, important improvements are under way. 
Stimulated by the high price of coal and the prospects 
of low coal production for years to come, the railways 
within reach of water power are undertaking extensive 
electrification projects. As announced last summer, the 
plans call for the electrification of over 8,000 kilometers, 
20 per cent of the French railway mileage, by three of 
the great systems. Since the plans were announced the 
cost estimates have nearly doubled, but the construc- 
tion of hydro-electric plants is being pushed and some 
stretches of electrified road are in operation. 5 Unques- 
tionably large savings in coal consumption, and coal 
expense, can be effected by this means; and, if France 
wishes, she may apply to these great projects the Ger- 
man labor and material to which she is entitled under 
the reparation terms. It will be interesting to see how 
far this policy will prove feasible, and how far the re- 
duction in the price of coal and the heavy cost of capital 
will cause modifications in the plans. 

Physically, then, the French railways have pretty 
well recovered from the effects of the war and are mak- 
ing satisfactory progress. On the financial side the 
story is quite different. Table 13 summarizes the com- 
bined financial results of the six great systems — £tat, 
Nord, Est, P.-L.-M., Orleans, and Midi. 6 Taking the 
figures as they stand, it will be noted that after 1916 
expenses mounted much more rapidly than receipts, 
with especial rapidity during 1919 and 1920, when 
substantial repairs and renewals were required. The 
operating ratio, under 70 per cent prior to 1917, rose in 
the last four years to 74, 82, 107, and 129 per cent; and 



Table 13. — Financial Results of the Six Leading 
French Railway Systems, 1913-20* 

Millions of francs 



Year 


Gross 
receipts 


Operating 
expenses 


Operating 
ratio 


Net 

operating 

revenue 


Capital 
charges 


Deficit 


1913 

1914 

1915 

1916 

1917 

1918 

1919 

1920^ 


2,020 

!,733 
I,8l6 

2,233 

2,434 
2,969 
3,851 
5,393 


1,276 

1,197 
1,214 

i,S59 
1,812 

2,433 
4,137 
6,973 


63.2 
69.1 
66.7 
69.8 

74-4 

81.9 

107.4 

129.3 


744 
536 
602 
674 
622 

535 
286] 


823 
848 
874 
891 
909 
983 
1,075 
1,192 


79 
3 12 

272 
217 
287 

448 
1,361 

2,77* 



* & Economisle Europe'en, April 22, 1921, 244, 246. Somewhat different 
figures are given in the Economist, December 25, 1920, p. 1128, and L'Eco- 
nomiste Europien, January 28, 1921, p. 58. t Deficit. 

% Provisional figures. 

a net operating revenue which remained fairly station- 
ary throughout the war years was quickly turned, after 
the war, into a large and growing deficiency. Mean- 
while, capital charges, always heavy, have risen steadily; 
at the end of 1920 they were 45 per cent higher than at 
the end of 1913. Consequently the deficit, which was 
not insignificant even in 1913, aggregated over 4 billion 
francs in the last two years and in 1920 was twice as 
large as in 1919. 

These figures, moreover, probably understate the 
truth. The expenses do not include exceptional war 
bonuses and family bonuses paid to railway employees 
directly by the Treasury (law of January 10, 1919), 
which in the year 1919-20 exceeded 1,081 million francs. 
Nor do they include important reconstruction expend- 
itures which the Treasury has advanced, to be charged 
up to Germany. On the other hand, since the deficits 
will doubtless be assumed by the State, there has been 
no encouragement to economy or to charge to capital 
what might be charged to revenue. 

The high expenses are due for the most part, of course, 
to much the same factors as have operated in other coun- 
tries. Wages have had to be largely increased as the 
cost of living has risen. The introduction of the eight- 
hour day (law of April 23, 1919) has led to large in- 
creases in staff. On January 1, 1920 the personnel wa3 
20 per cent larger than a year before, and one-third 
larger than in 1914. Senator Cheron, chairman of the 
Senate Budget Commission, estimates that this act 
alone has added a billion francs to the annual operating 
costs. 7 The high cost of fuel has been an extraordinary 
burden. Early in 1921, before coal prices had fallen as 

1 Fortnightly Survey, June 15, August 2, 1920, February 23, 1921. 

2 Reparation Commission statement, to December 31, 1920, given in 
The League of Nations (Boston), December, 1920, p. 299. 

3 Fortnightly Survey, April 13, 1920. 

4 Ibid., February 25, 1921. 

6 Economist, July 31, 1920, p. 186; Fortnightly Survey, February 25, May 
ro, 25, 1921; Board of Trade Journal, December 2, 1920, p. 667. 

6 Edouard Payen briefly reviews the financial history of the Est System 
since 1883 in L'Economisle Francais, June 4, 1921, p. 710; and that of the 
various systems in 1920, in the following issue. 

7 Economic Review, April 22,1921. 
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low as they now are, the Minister of Public Works esti- 
mated that the lower prices would permit a saving of a 
billion francs in 1921 as compared with 1920. What 
is true of coal is true in less degree of most other ma- 
terials as to the past year and the present. Further- 
more, as already indicated, the amount of repairs and 
renewals required recently has been exceptionally large. 

Railway rates have been raised, but most inade- 
quately. The first increase, of only 25 per cent, came 
into force on April 15, 1918. A second increase, in 
effect February 23, 1920, coupled with a rearrangement 
of tariffs, has resulted in a total increase of about 140 
per cent over pre-war rates. Passenger rates were 
raised at the same time by 45, 50, and 55 per cent, ac- 
cording to the class. No further increases are in im- 
mediate prospect. It is therefore probable that, with 
the reduced traffic that 192 1 will probably show, the 
railroads will end this year with another heavy deficit, 
even though, thanks to lower costs, it may be less than 
In 1920. 1 

The railways have been operating, since early in the 
war, under government guarantees and somewhat 
closer governmental control than characterized pre-war 
operations. This exceptional r6gime still exists. Last 
December the Chamber of Deputies passed a govern- 
ment bill providing for a new dispensation, framed after 
study of the American Transportation Act of 1920 and 
the British transport bill. 2 This measure represents a 
compromise between the past system and nationaliza- 
tion. The companies would relinquish the state guaran- 
tees of interest and claims against Germany; the state 
would cancel its claim for interest and advances during 
the war; a fixed rate of return would be guaranteed, 
with premiums for improvements and a measure of 
pooling of profits; a representative central council, 
under the Ministry of Public Works, would act as a 
supreme board of directors. The bill is still in the 
Senate, but with certain modifications it is likely soon 
to be passed and, perhaps with further modification, 
accepted by the railways. 

Roads and Inland Waterways. The French roads suf- 
fered during the war like the railroads: those in the 
battle areas were badly injured; generally they were 
allowed to deteriorate except as they were essential to 
military uses. Since the war the restoration of the 
highways has been given precedence. The main roads 
are now in good condition, and considerable progress 
has been made in repairing the minor roads. 

1 L'Economiste Europeen, June 17, 1921, p. 372. Cf. L'Economiste Fran- 
cois, June 11, 1920, p. 742. 

2 Economist, December 25, 1921, p. 1128. 

3 See especially Annuaire Statistique, and the British document, Economic 
Survey of Certain Countries especially Affected by the War at the Close of the 
Year igig, p. 24. 

4 Fortnightly Survey, June 15, 1920, March 10, April 11, 1921. 
6 Ibid., March. 26, 1921. 

6 Board of Trade Journal, February 17, 1921, p. 184. 

7 Cf. Bulletin de la Statistique Ginirale, January, 1921, p. 105. 

8 Fortnightly Survey, March 26, 1921. 

9 See p. 241; L'Economiste Europeen, June 17, 1921, p. 372; Fortnightly 
Survey, March 10, 1921; and this Review, June, 1921, p. 160. 

10 Fortnightly Survey, February 10, 1921. 



France has been noted for her system of internal 
waterways. In 1913 she possessed nearly 17,000 kilo- 
meters of which over 11,000 were in use, bearing a traf- 
fic estimated at 42 million metric tons. The war played 
havoc with this system. Over 1000 kilometers of canals, 
one-fifth of the total, were destroyed. Early in the war, 
when men were drawn off for military service and speed 
became a vital consideration, the whole system fell into 
neglect and became thoroughly disorganized. More- 
over, expenses increased radically, even more than on 
the railways, and since railway rates were but moder- 
ately increased the shippers preferred rail to water. 
Finally, the French production of coal and ore fell off 
heavily, and these products constituted two-thirds of 
the pre-war tonnage of the waterways. 3 

The reconstruction and reconditioning was accom- 
plished early. Nine-tenths of the injured canal mileage 
was in use by April 1, 1920, and the reconstruction of 
bridges, culverts, locks, etc., has since been largely com- 
pleted. 4 Indeed in 1920 the length of waterways in use, 
12,067 kilometers, was greater than before the war. 
Recently the construction of the Lateral Rhine Canal 
from Huningue to Kembs has been started. 5 The traf- 
fic increased greatly in 1920 over 1919, with reconstruc- 
tion, readjustment, and industrial revival, but reached 
hardly two-thirds of the 1913 figures. Thus the Rhine 
tonnage at Strasbourg, nearly 2 million tons in 1913, 
averaged little more than a million tons in the war 
years, and in 1919 reached 1,325,000 tons by the end 
of October. 6 The total traffic loaded on rivers and 
canals, which amounted to 42 million tons in 1913, was 
only 23,234,000 tons in 1920, inclusive of Alsace-Lor- 
raine tonnage. 7 

Undoubtedly the principal reason for the smaller ton- 
nage in 1920 as compared with 1913 is the reduced pro- 
duction of coal and ore. High operating costs, especially 
for coal, which are responsible for plans (already being 
carried into execution) to electrify all the canals with 
an annual traffic of 2 million tons, 8 are another factor. 
But the contrast between rail rates and water rates re- 
mains a cause of no mean importance: in France as 
in Germany, the failure to make the railroads pay their 
way operates not merely to subsidize industry at Gov- 
ernment expense but to prevent the economical utiliza- 
tion of the whole transport equipment. 9 Finally, the 
delivery by Germany of river and canal shipping and 
materials, the cession of wharves and warehouses at 
Rotterdam, and the control of a river freight company 
under Article 357 of the Treaty, have been subjects of 
dispute. Early in 1921 the arbitrator, Mr. W. D. 
Hines, decided most of these points in favor of France, 
and this factor should no longer prove a hindrance. 10 

Shipping and Shipbuilding. At the close of the war 
the French merchant marine was considerably below 
its pre-war size, chiefly because enemy sinkings and 
marine losses (aggregating 1,129,000 gross tons) had 
not been made good by new purchases or construction. 
Under the stimulus of the war experience and national- 
istic sentiments, steps were promptly taken to enlarge 
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the fleet even beyond its pre-war dimensions, chiefly by 
purchase from British owners through agreement with 
the British government. . By June 30, 1920 these efforts 
had succeeded. According to the Annuaire du Comite 
des Armateurs de France, January, 1921, the fleet then 
comprised nearly 2,800,000 gross tons, over 8 per cent 
above the tonnage at the outbreak of war. 1 Further 
deliveries of German ships have since been made. 

Shipping f acuities are also being improved. In the 
latter part of the war and in 1919 the effectiveness of 
merchant tonnage was seriously reduced by congestion 
in French ports. During and since the war the equip- 
ment of the ports — in cranes, wharves, railway tracks, 
and repair docks • — has been materially enlarged. 2 

Under the stimulus of government aid, French ship- 
building is expanding rapidly after falling to negligible 
proportions during the war. Lloyd's data (in gross 
tons) 3 for merchant vessels of 100 gross tons and upwards 
show that launchings during 1920 reached 56 per cent 
of the 1913 figures. Tonnage under construction has 
been increasing ever since the armistice. At the end of 
1920 nearly 400,000 gross tons were building, almost 
eight times the figure of December 31, 1918. The recent 
increase contrasts sharply with the decline revealed in 
most other countries. 

From an economic standpoint, in view of the shipping 
conditions and outlook since 1919, this expansion of the 
fleet and shipbuilding is of doubtful wisdom; and the 
French may well rue their purchases at 1919 prices. 
Americans will be interested to observe that France too, 
though she relinquished control of private shipping be- 
fore the end of 1919, has not yet disposed of her govern- 
ment fleet of half a milHon gross tons. 

VII. FOREIGN TRADE AND EXCHANGE 

Foreign Trade. France has characteristically im- 
ported larger values of merchandise than she has ex- 
ported — chiefly as a creditor nation whose returns 
from foreign investments currently exceeded her new 
investments. Since 1876, when she recovered from the 
disturbance of her trade occasioned by paying her in- 
demnity to Germany, there has been an excess of 
imports in every year except 1905. Both her total 
trade and her import balance tended to increase after 
1905; in the years 1911-13 the annual average was 
about 8J billion francs of imports, and 6| billions of 
exports, leaving a trade balance of over if billions, one- 
fifth as large as the imports. 4 

During the war France concentrated her man-power 
upon military activity, imported heavily at high prices, 
and allowed her exports to fall off even in values, more 
still in physical quantities. In the years 1915-18 im- 
ports averaged over 20 billions a year, and exports only 
5I, leaving a balance as large as pre-war exports and 
imports combined. In 1919, largely owing to higher 
price levels, imports increased to nearly 3 billions a 
month, while exports were about a third as large, leaving 
a balance of nearly 24 billion francs. Gradually, how- 



ever, the productive machinery of France was improved; 
the fall of the franc and the reduction of foreign credits 
discouraged foreign purchases and stimulated exports; 
machinery for promoting exports was perfected; 8 and 
imports fell while exports rose. Valued on the 191 9 
basis, imports were slightly lower in 1920 than in 1919, 
while exports had nearly doubled, and the adverse trade 
balance was reduced from 23 billions to 13. The tonnage 
of exports has increased even more than their value, 
owing to increased shipments of bulk exports, espe- 
cially from the reviving heavy industries of the east 
and Alsace-Lorraine; while the import tonnage shows 
increases both in raw materials and in manufactures, 
chiefly because of the increased supplies of coal and 
machinery from Germany on reparations account. 6 

Table 14, showing the broad classes of shipments and 
supplementing recent monthly data by monthly aver- 
ages for previous years, throws more light on these 
movements. During the war France increased greatly 
her imports of foodstuffs and manufactures, her raw 
material imports rather less, and reduced heavily her 
exports, particularly of raw materials. A marked change 
appears with 1919. As compared with the 1915-18 
average, foodstuff imports doubled, chiefly because of 
the failure of the harvests and the reconstitution of 
food stocks — much of the increase being attributable, 
however, to higher prices. Imports of manufactures 
also increased, partly for the same reasons and partly 
because French manufacturing establishments were 
then undergoing restoration or transformation. The 
increase in raw material imports was rather smaller, and 
was more fully accounted for by increased prices. All 
classes of exports increased, manufactures most of all. 
In 1920, on the contrary, imports of foodstuffs and 
manufactured goods were less than in 1919, when meas- 
ured at the same prices; raw material imports in- 
creased slightly; and all classes of exports (except 
postal parcels) increased by 90 per cent or more. Com- 
parisons of 1919 and 1920 with pre-war figures are mis- 

1 Quoted in Economic Review, January 28, 1921; Fortnightly Survey, Feb- 
ruary 10, iQ2i. Lloyd's Register data, though different, point to the same 
conclusion. Cf. also Commercial and Financial Chronicle, October 30, 1920, 
p. 1-705. 

2 Fortnightly Survey, March 10, 1921. 



Launchings 



1913 176,09s 

1914 114,052 

1915-18 ave. 25,174 

1919 32,633 

1920 93,Soo 



Under Construction, Quarterly 



1918 Dec. 31 

1919 Mar. 31 
June 30 
Sept. 30 
Dec. 31 



51,690 

109,795 
109,615 

174,736 
216,775 



1920 Mar. 31 
June 30 
Sept. 30 
Dec. 31 

1921 Mar. 31 



240,225 
265,302 
292,608 
397,969 
427,186 



4 See Annuaire Statistique, and article and chart in New York Evening 
Post, May 14, 1921. 

6 Fortnightly Survey, June 30, 1921. 

6 The official figures, in thousands of metric tons, are as follows: 

Imports Exports 

1919 1920 1919 1920 

Foodstuffs 582 514 44 105 

Raw materials 2,470 3,527 346 777 

Manufactures 152 204 72 156 

Postal parcels . . 1 * 

4,245 464 1,040 



Total 3,204 
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Table 14. — Foreign Trade ("Special Commerce") of France, 1911-21 
Monthly average or actual figures; millions of francs 



Monthly averages or 


Total 
imports 


Total 
exports 


Balance of 
trade 


Imports 


Exports 


actual 


Foodstuffs 


Raw materials 


Manufactures 


Foodstuffs 


Raw materials 


Manufactures 


Postal parcels 


1911-13 average 

1915-18 " 
1919* " 
1920* " 

September .... 

October 

November .... 
December .... 

1921* January 

February 

March 

April 


687 
1,698 
2,983 
2,950 

2,8oO 
2,628 

2,595 
2,672 
2,948 

1,982 
1,614 
i,743 
1,779 
1,566 


546 

435 

990 

1,870 

2,400 

2,152 

2,333 
1,884 
1,661 

1,883 
1,899 
1,686 

i,932 
1,648 


141 1 
1,263 1 

1,993 1 
1,080 1 

400 1 

476 1 
262 f 

788 1 
1,287 1 

99 1 
285 § 

57 1 
153 § 

8 3 % 


156 
438 
892 
718 

724 
609 

668 

55o 
673 

347 
386 

456 
39o 
419 


397 

758 

1,229 

1,400 

1,171 
1,294 

1,243 
1,390 
1,549 

1,101 
803 
786 
887 
691 


133 

5°4 

862 
832 

906 

725 
684 

732 
727 

534 
425 
501 
502 

455 


67 

45 

99 

184 

211 
230 
263 
200 
219 

189 

173 
163 
176 
151 


156 

82 

204 

398 

440 

446 

337 
406 

367 

436 
479 
379 
468 

415 


322 J 
280 
616 
1,188 

1,632 
1,363 
1,589 
1,136 
929 

1,142 
1,163 
1,036 
1,180 
986 


% 
28 

71 
100 

116 
112 

134 
141 
146 

n6 

85 
108 
108 


May 


95 





* 1920 and 1921 figures varied at 1919 official rates. Alsace-Lorraine figures included from 1919. 

t Excess of imports. { Postal parcels included with manufactures for 1911-13. § Excess of exports. 



leading because of the change in price levels, as well as 
because 1919 and 1920 figures include Alsace-Lorraine. 

In the last twelve months the development has been 
more striking, as shown by figures since August 1920, 
still on the 1919 valuations. Imports have clearly 
tended downward, apart from price variations; in the 
first five months of 1920 they have averaged only two- 
thirds as large as in the last five months of 1920. Ex- 
ports too have fallen, but by less than 14 per cent. 
And whereas in the last five months of 1920 the imports 
were 8 per cent below the average of 1920 as a whole, 
the exports were 11 per cent higher. Consequently, the 
excess of imports on 1919 valuations, which averaged 
over a billion francs a month in 1920 as a whole, and over 
600 millions a month in the last five months of 1920 has 
been turned into a slight export balance in the first five 
months of 1921. Three out of the first five months 
showed an excess of exports. 

In considerable measure this change reflects the good 
1920 harvests, which permitted a great reduction of 
food imports, and the business depression, which has 
reduced the French demand for raw materials and man- 
ufactured goods. But it is significant of France's prog- 
ress that, despite the business depression, exports of 
manufactures thus far in 192 1 are not far below the 
1920 average, though they are considerably below the 
average of the last five months of 1920. Raw material 
exports are higher than the 1920 average or even the 
average of the last five months of that year. But the 
shift in trade balance is due to fundamental rather 
than temporary factors. There is little doubt that 
French foreign trade is at a turning point, entering upon 
a period of several years in which, as after 1871, her ex- 
ports will exceed her imports. The course of this tran- 
sition will not be smooth; during 192 1, for example, 
much depends upon French harvests and the revival of 



demand in French markets abroad. The arrangements 
about the obligations owed to the British and American 
governments may have a profound influence. But the 
prospect is that France will have for some years a debit 
balance of payments on other items than trade, and 
must manage to meet it by an excess of exports. 

Analysis by countries x of the 1919 and 1920 figures, 
indicates that French exports increased to all leading 
countries except Germany, while imports decreased 
from all important countries except Germany, Belgium, 
Switzerland, and the Argentine. In the case of Belgium 
and Switzerland, French exports increased much more 
than imports. The opposite was true in the case of the 
Argentine, while in the case of Germany, French ex- 
ports fell off and imports nearly quadrupled. The great 
bulk of this latter increase, however, consisted of resti- 
tutions and reparation deliveries such as coal (over half 
the* total), livestock, and machinery. The decline in 
French imports, and the increase of French exports, is 
most marked in the case of Great Britain and the United 
States, which in 1919 were the great sellers; but several 
other countries and colonies show the same tendency. 2 
Comparing the first four months of 1921 with the corre- 
sponding months in 1920, imports have declined from 
practically all countries but Germany, and the decline 
has been very marked in most cases : thus while imports 
from Germany doubled, imports from Great Britain 
were a third, and from the United States only half, of 
the imports a year ago. Exports to Germany doubled, 
and increased considerably to Belgium and the Argen- 
tine; in most other cases they changed but little. 

1 Fortnightly Survey, April n, June 30, 1921; Federal Reserve Bulletin, 
May, 1921, pp. 556, 557- 

2 See also L'Fxonomiste European, March 25, 1921, p. 181, and L'Econo- 
miste Franqais, March, 1921. In these a comparison of principal items of 
export and import are given, for the years 1913, 1919, and 1920. These are 
interesting but call for little comment, and comparisons with 1913 are 
vitiated, for most purposes, by the tremendous price changes in the interval. 
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The increase in trade with Germany need not occa- 
sion alarm or surprise, or be attributed to the exchange. 
It represents partly the heavy deliveries of coal and ma- 
terials under the terms of the Treaty and subsequent 
agreements, partly the resumption of normal commer- 
cial dealings which were very limited in 1919 and but 
moderate in the early months of 1920. It is a conse- 
quence not merely of more peaceful relations, but also 
of the industrial recovery which characterized both 
France and Germany in 1920, and of the gradual healing 
of the economic wound made by cutting off Alsace- 
Lorraine from Germany and grafting it on to France. 
The improvement of trade with Belgium is to be ex- 
plained similarly by the industrial recovery in both 
countries and resumption of more normal economic re- 
lations between them. The reduction in imports from 
most other countries, especially from England and 
America, represents a return to a more normal relation- 
ship after a period of unusual dependence upon these 
countries. Undoubtedly rates of exchange have af- 
fected both the sources of imports and the direction of 
exports, but there are numerous examples which con- 
flict with the popular theory that adverse exchanges, 
reckoned in terms of pre-war parities, stimulate exports 
and check imports. The point to be emphasized is that 
rates of exchange are not predominantly a cause of 
trade movements but rather, in the main, an effect of 
a group of causes in which the three principal ones are 
varying degrees of internal currency inflation, the vol- 
ume of exports and imports, and international indebted- 
ness public and private. 

Collateral evidence of the course of French foreign 
trade since the armistice is furnished by statistics of 
shipping entrances and clearances, with cargo, in the 
foreign trade. Since these figures are in physical units, 
and apply to the same water front, they are better than 
trade figures for comparisons with 1913. Quarterly 
data are presented in Table 15. It will be noted that 
during the war both entrances and clearances declined, 
entrances by one-third, clearances by 70 per cent, re- 
flecting thus the extreme reduction in French exports 
but also a significant reduction of sea-borne imports. 
Since the close of hostilities, both indices show an almost 
continuous increase, much greater in clearances than 
entrances, up to the end of 1920. Despite the high 
freight rates prevailing during most of 1920, entrances 
with cargo reached six-sevenths, and clearances two- 
thirds of 1913 figures; and in the last quarter, entrances 
were 93 per cent, clearances 80 per cent of the 1913 
average. Clearances now constitute about three-fourths 
of entrances as compared with one-third in the first 
quarter of 1919. 1 In volume, therefore, French over- 

1 This relationship is much the same as in 1913. It reflects the fact that 
French sea-borne imports consist largely of bulk cargoes whereas her sea- 
borne exports comprise chiefly valuable cargoes in small bulk, necessitating 
therefore, many clearances in ballast. 

2 A decline in coal imports from Great Britain, due to the easier coal 
situation in France and reduced output in Great Britain is another factor, 
which will show up more strikingly in the second quarter on account of the 
British coal strike. 

s Board of Trade Journal, January 20, 1921. 



Table 15. — Merchant Tonnage Entrances and Clear- 
ances with Cargo in French Foreign Trade * 



Quarterly figures 
(average or actual) 



1913 average 
1915-18 " 

1919 " 

1920 " 

1919 1st . . . 

2nd . . 
3rd .. 
4th .. 

1920 1st . . . 
2nd . . 
3rd .. 
4th .. 

1921 1st . . . 



Tonnage 
(thousand net tons) 



Entrances Clearances 



8628 

S66 5 

S7°9 
7198 

50I2 
536o 
5862 
6599 

6595 
6377 
7707 
8lI3 

6014 



6528 
1896 
2348 
4235 

I729 
2047 
2608 
3OO7 

3429 
3512 
4809 

5191 

460I 



Percentage of 1913 



Entrances Clearances 



IOO 

66 
66 
83 

58 
62 
68 
76 

76 
74 
89 
93 

70 



100 

29 
36 
65 

26 

31 
40 

46 

53 
54 

74 
80 

70 



* Based on data in Supreme Economic Council Monthly Bulletin of 
Statistics. 

seas trade has revived considerably since the armistice, 
but exports are still far below pre-war levels. In the 
first quarter of 192 1 both entrances and clearances 
dropped to 70 per cent of the 19 13 averages, indicating 
partly that the industrial depression is seriously curtail- 
ing both imports and exports, but is affecting imports, 
for the present, more largely than exports. 2 

Balance of payments. The financial significance of 
the equilibrium of imports and exports, shown by recent 
figures, is commonly stressed, especially with reference 
to its bearing upon foreign exchange. In drawing such 
inferences, several points must be borne in mind. 

The method of valuation is important. Each year 
an official commission computes an average frontier 
price for each article of import and export from twelve 
monthly averages, based upon wholesale prices in French 
markets during the preceding year, but with allowance 
for customs duties and discounts. This valuation is 
applied definitively to the quantity figures for the year 
completed, and provisionally to current quantity figures 
until new official valuations are determined. Declared 
values are used in neither case. In years of violent 
price fluctuation such as these, the adjustment from the 
provisional to the definitive figures may be large. Thus 
the revised figures for 1920 are likely to be considerably 
larger than the provisional ones. If, on the other hand, 
prices of exports increased more and fell less than prices 
of imports, as appeared to be true of British trade in 
1920, 3 the adverse balance of 1920 will not be increased 
proportionately. Similar considerations affect the cur- 
rent figures, which are still calculated on 1919 valua- 
tions; though the adjustment may be of a different 
character because of the reversal of price movements. 

Furthermore, it must not be overlooked that, espe- 
cially since 1919, the import figures include large quan- 
tities of coal, machinery, dyestuffs, etc., received from 
Germany on reparations account which entail no off- 
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setting payments by France (apart from advances to 
Germany under the Spa agreement). To this extent 
France pays for imports merely by canceling part of 
her claim against Germany rather than by exports or 
other invisible items. 

Apart from these corrections affecting peculiarly the 
French merchandise accounts, a few important "in- 
visible" items must be mentioned. The earnings of 
French shipping, on exports and in the carrying trade 
abroad,^ have not been insignificant, although the decline 
in freights and the reduction in traffic has reduced them 
in the past year. French investments abroad before the 
war, estimated to amount to 40 or 50 billion francs yield- 
ing an interest of perhaps two billions a year, have been 
reduced somewhat by sale and more heavily by the de- 
fault of some 15 billions of Russian securities and some 
others. It is not unlikely that at least 20 billions of in- 
come-yielding securities are still owned in France, with 
interest income amounting to a billion francs. To the 
extent that this is payable in gold, the interest figure 
will be still larger in terms of paper francs. 1 Expend- 
itures of foreigners in France — tourists, visitors, and 
residents — amounted probably to a billion francs be- 
fore the war. Today, despite the decline in visitors 
from eastern Europe, they probably amount to at least 
two billion paper francs. Moreover, the expenditures 
of foreign governments in France in connection with 
war settlements, foreign embassies, commissions, etc., 
considerably exceed amounts similarly spent by France 
abroad. Sales of French securities abroad, particularly 
in London and America, and new investments by foreign 
banks and business houses in French real estate and 
securities, probably considerably exceed corresponding 
French investments abroad. The earnings of French 
banks on international business, though much less im- 
portant than similar items in London, amount to a 
fair sum. 

A few items deserve mention on the other side. Part 
of the principal of the foreign debt has been repaid, at 
a high cost in paper francs. Interest payments on the 
external debt are of some importance, despite the fact 
that such payments have been postponed on the prin- 
cipal items. Advances to foreign governments con- 
tinued in 1920. 2 French companies have purchased 
from foreign owners large properties in Alsace-Lorraine 
and the Saar Basin. There have been some invest- 
ments abroad, particularly in the French colonies — 
notably Algeria, Morocco, and Madagascar — < and in 
Poland, Hungary, and Roumania. Remittances by 
foreign laborers in France, notably Spaniards, Italians, 
and Poles, may have constituted a considerable item in 
1920 and promise to be of increasing importance. Fi- 
nally, the expenses of French armies abroad are by no 
means negligible. On balance, however, it seems clear 
that the "invisible exports" considerably exceed "in- 
visible imports," today as before the war — apart at 

1 See Alfred Neymark's estimates for rgi2, in La France Financiere et 
Economique (1910), i, p. 146; and French Treasury estimates in Fortnightly 
Survey, May 1, 1920. 2 See above, p. 228 



least from payments of interest and principal of the 
foreign debt, and apart from shifting deposit balances. 

These various elements are mentioned, for the most 
part without definite figures, to suggest how much must 
be taken into account along with the published trade 
figures in estimating France's international balance of 
payments. They help to explain how France was able 
in 1920 to finance so large an apparent excess of imports 
without net depreciation of the franc. So long as 
payments on the bulk of the foreign debt, interest and 
principal, are postponed, equilibrium between the pub- 
lished export and import figures will signify a substantial 
balance of payments in favor of France; and increas- 
ingly favorable trade balances will signify increasing 
ability to meet payments of interest and principal 
abroad. 

Foreign exchange. The foregoing discussion bears 
upon the course of exchange rates, but hardly suffices 
to explain their fluctuations. The rate of exchange is 
really an exceedingly sensitive market price, fixed in a 
market broader than that for the most important com- 
modities. It is influenced not only by fundamental 
forces affecting the year's supply and demand for bills 
of exchange, such as the volume of domestic currency, 
the amount of exports and imports, and requirements 
for interest on external debt, but also by innumerable 
fears, hopes, and forecasts which change from day to 
day, as well as by the varying conjunctures between 
offers and demands arising from the irregularity of com- 
mercial transactions. 

It is impossible to judge adequately, even in retro- 
spect, the vast network of conditions, opinions, and 
actions in various countries which are unconsciously 
coordinated in making the rate between two particular 
countries at a given time. Nevertheless, it is a useful 
exercise to examine the past months and to note certain 
factors which have been responsible for the conspicu- 
ous movements. In Table 16, therefore, are presented 
monthly high and low rates of exchange on Paris at 
New York, from 1919, with monthly means expressed 
in percentages of parity. Until March 1919 the franc 
was pegged at an artificially high value, despite internal 
depreciation, by the aid of advances from the British 
and American treasuries. During much of 191 9 its fall 
was retarded by heavy expenditures for armies and 
peace missions in France. The great depreciation in 
1919-20, which reduced it from within 5 per cent of 
parity early in 191 9 to around 35 per cent of parity late 
in 1920, was principally the result of the sagging toward 
a more normal level, considering the relative degrees of 
inflation in France and America, which the removal of 
artificial and unusual supports permitted. It was un- 
questionably accentuated, however, on the one hand by 
the tremendous further currency expansion which took 
place in France, especially during 1919; and on the 
other by the necessities for heavy importations at high 
prices consequent upon the failure of French harvests 
and the need of reconstituting stocks of food and essen- 
tial materials for the transition from war to peace. Un- 
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Table 16. — Exchange Rates for Paris Checks in 
New York* 







High 






Low 






Mean 




(cents per franc) 


(cents per franc) 


(Percentage of parity) 




1919 


1920 


1921 


1919 


1920 


192 1 


1919 


1920 


1921 


Jan. . . 


18.3 


9-31 


7-32 


18.3 


7.48 


5-83 


94.8 


43-5 


34-i 


Feb. .. 


18.3 


7-55 


7.48 


18.3 


6.67 


7.00 


94.8 


36.8 


37-5 


Mar. . . 


18.3 


7-57 


7.22 


16.5 


6.72 


6.92 


90.2 


37-o 


36.6 


Apr. . . 


17.0 


6 -93 


7.70 


16.4 


5-84 


6.98 


86.6 


33-o 


38.0 


May 


16.4 


7-93 


8.78 


14.9 


5-98 


7-75 


81.4 


36.0 


42.8 


June 


15-9 


8.40 


8-39 


15-4 


7-59 


7.82 


80.8 


41.4 


42.0 


July 


15-4 


8-54 




13.6 


7-52 




75-i 


41.6 




Aug. 


13-7 


7.60 




12. 1 


6.80 




66.8 


4i-3 




Sept. 


12.6 


7-°S 




10.9 


6.48 




61. 1 


35-o 




Oct. 


I2.8f 


6.70 




II. 2f 


6.32 




62. 2f 


33-7 




Nov. 


"•3t 


6.32 




I0.2f 


5-73 




S6.ot 


31.2 




Dec. 


IO.I 


6.12 




8.4 


5.82 




47-7 


30-9 





* Dun's Review, rates on checks. 

t Owing to strike, data were not available from Dun's Review for the 
entire months of October and November; for these two months rates were 
derived from the Commercial and Financial Chronicle and are not strictly 
comparable with the rest of the series. 

questionably also the franc was further depressed by the 
darkness of France's financial horizon, the danger of 
still further inflation, and the continuance of European 
chaos with its assurance of slow recovery of purchasing 
power in French foreign markets. 

The marked recovery from May to July 1920, no 
doubt influenced by the good harvest prospects and the 
evident progress in recovery of equilibrium, was short- 
lived; owing chiefly perhaps to successive failures to 
reach agreement over the indemnity terms, and the reac- 
tion of this failure upon French industry and finance. 
The recovery early in 1920, on the contrary, has been 
well sustained, despite recent declines from the maxima 
in May. Probably the leading factors here have been 
the maintenance of the accord with England, the deci- 
sion upon the indemnity terms, the strong foreign 
trade position, and the relative moderation of the in- 
dustrial depression in France. 

Exchange rates appear to be yet below the level which 
comparisons of internal purchasing power in the United 
States and France would lead one to expect; * but 
until something approaching stability of prices appears 
even in countries with the best regulated currencies, it 
is hazardous to stress even this element in prophecies 
as to future rates. 

VIIL THE INDUSTRIAL DEPRESSION AND 
THE IMMEDIATE OUTLOOK 

Like other countries, France is in the throes of an in- 
dustrial depression. Prices of commodities and secu- 
rities began to fall in May 1920 and, apart from upward 
reactions in commodity prices last summer, have con- 
tinued to decline. Unemployment increased materially 

1 H. A. E. Chandler in the Commerce Monthly, May, 1921. More detailed 
statistical analysis tends to confirm his conclusion. 

2 Bulletin de la Statistique GenSrale de la France; summarized for 1917-20 
in the Swiss Bank Corporation's Financial and Commercial Review, IQ20. 
See also L'Economiste Frangais, February 26, 1921. 



in the autumn and was unusually heavy in mid- 
winter. Exports as well as imports, tonnage clearances 
as well as entrances, have been smaller in recent months 
than in the latter part of 1920, though larger than a 
year earlier. Outputs of coal, iron ore, pig iron, and 
steel have fallen off. Some industries, notably textiles 
and glassware, have been profoundly depressed. Al- 
though the banks met the crisis intelligently and boldly, 
many individual concerns have failed and others are 
still seriously embarrassed. 

Upon the whole, however, France appears to have 
been less obviously affected by the worldwide industrial 
reaction than most other countries except Germany and 
the already chaotic European states. Thus far, in the 
main, the depression has rather checked the recovery 
from the war than actually set back internal business 
activity. Some evidence to this effect is scattered 
through the preceding sections. Here a few additional 
points deserve mention. 

Unfortunately, good indices of current business activ- 
ity are not readily available for France. Statistics of 
business failures, building permits, railway earnings, 
and railway traffic are not compiled monthly or quar- 
terly. Unemployment data, nowhere satisfactory, are 
especially inadequate in France. Bank clearings are 
less significant than elsewhere, because of the limited 
use of checks and the impossibility of separating specu- 
lative and business elements; their scope, moreover, has 
recently changed. Production figures are complicated 
by the incorporation of Alsace-Lorraine, the devas- 
tation of French coal mines, and other post-war read- 
justments. Hardly any of the statistical series available 
for other leading countries, except foreign trade statis- 
tics, can be readily utilized currently in following French 
business activity. 

In time the new tax on business turnover may prove 
a significant index; and it is worth observing even in 
its early stages, affected by improvements in the collec- 
tion process. Below are figures of collections, excluding 
the first three months, shown for the months to which 
the collections relate (a) in millions of francs, and (b) 
roughly corrected for price changes by dividing by the 
monthly index of wholesale prices. 



1920 


Actual 


Corrected 


192 1 


Actual 


Corrected 


September . 


• 234 


385 


January . . 


. 152 


324 




• 205 


353 


February . 


. 148 


339 


November . 


• 203 


381 


March 


. l# 


380 


December . . 


. 184 


366 


April 


. 147 


370 



These figures point to the conclusion that French bus- 
iness, in terms of real quantities exchanged, has been 
nearly as large this spring as last autumn, and appre- 
ciably greater than in the winter months. But the 
corrections may be too large, and it is impossible to 
make suitable allowance for seasonal factors. 

Paris bankers' clearings, 2 uncorrected for price changes, 
are as high this spring as last fall (if corrected, they 
would be higher) ; the higher figures in the months of 
November to January may be reconciled with the turn- 
over figures by recalling that in November a great 
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national loan was completed and that the year-end settle- 
ments would swell December and January figures. 
Receipts from registration taxes continue in excess of 
estimates and have fallen off only moderately. Stamp 
taxes, more affected by price changes, have been drop- 
ping since midwinter. Exports, clearances, production 
of coal, pig iron, and steel have fallen off less than in 
other leading countries; but the reduction in export 
values has been more considerable than the provisional 
figures indicate. Unemployed persons on the "live" 
registers of unemployment exchanges, however, were 
three times as numerous last spring as in the spring of 
1920; but unemployment figures are far from compre- 
hensive, and their adequacy even as an index of unem- 
ployment is doubtful. 

As to the immediate outlook, the forecast of the spec- 
ulative community is pessimistic. Prices of industrial 
shares show an almost uninterrupted decline since 
April 1920, following a rise begun in April 1919; during 
May and June 192 1 declines have been especially gen- 
eral and severe. Judging by monthly receipts from 
taxes on stock exchange operations, speculative activity 
has considerably declined in recent months: receipts 
were 8.7 millions in the last quarter of 1920, 6.1 millions 
in the first quarter of 1921, and at a still lower rate in 
April and May. Considering the decline in prices, the 
fall in bills receivable at the Bank of France has been 
moderate, and loans on securities remain high. There 
is no evidence of declining interest rates: the bank rate 
is unchanged at 6 and 6§ per cent, and the average 
yields on new bond issues (excluding government and 
railroad issues) monthly from February to May 192 1 
ran as follows: 6.66, 6.69, 6.66, and 6.71 per cent. 1 

The writer's own conclusion is that liquidation is by 
no means complete and that France has not yet reached 
the worst of the industrial depression; but that the de- 
pression in business even though it deepens will be dis- 
tinctly less than in other leading industrial nations 
(except Germany), and that improvement abroad will 
react promptly and favorably upon France. The de- 
pression will be prolonged, or the revival delayed, by 
poor French crops. But in the readjustments from the 
conditions at the end of the war the upward trend is so 
strong that the depressing forces have less net effect 
both in appearance and in reality. 

It should be added that France has gained somewhat 
by the depression. Short of materials and short of 
means of purchasing them at the close of hostilities, the 
French have been and are able to replenish stocks of 
materials and foodstuffs at lower prices than would 
have been possible earlier. The gain in this respect has 
been smaller in France than in Italy, where the poverty 

1 Data of L' Association Nationale des Porteurs Francais des Valeurs 
Mobilises, in L'Economisie Europien, lix, 136, 202, 314, 377. 



lasted longer, and much less than in Germany, where 
the turn in exchange has been, in this particular, a more 
favorable influence than in France. But in general 
France has shared the satisfactions of these countries 
in having had small stocks of materials and finished 
goods to depreciate in a period when violent declines in 
prices were taking place. When revival sets in, France 
is not likely to be handicapped by inadequate supplies 
of materials. 

France has much to gain from an improvement in 
relations with Germany and from Germany's own eco- 
nomic advance, even though in certain fields, for 
example, chemicals and steel products, German compe- 
tition will prove severe. The acceptance of Germany's 
proffer of direct aid in reconstruction will not merely 
lighten the burden on the French treasury and retard 
the increase in the public debt, but will accelerate the 
restoration of French productivity and normal living 
conditions with their favorable influence upon economic 
and financial progress. The re-knitting of business and 
social relations will unquestionably enhance the pro- 
ductivity of both countries, to their mutual advantage. 
In these directions there are indications of progress, but 
it is not yet clear how rapidly the bitterness and sus- 
picion which the war engendered can be reduced. 

Finally, a distinctly favorable element in the outlook 
is that the French labor situation and general social at- 
mosphere are quieter than in many other countries. 
There have been no great strikes as in England, no 
revolutionary industrial moves as in Italy. While the 
disillusionments of peace have been real, the labor 
unrest has been less than was predicted at the close of 
the war; and recent declines in prices and Hving costs, 
without correspondingly reduced employment, make for 
decreased discontent. The reduction in efficiency of 
labor, noticeable the world over, is likely to prove 
temporary, or at worst no more serious than elsewhere. 
Reductions in money wages, though never welcome, 
seem likely to encounter no more serious objections in 
France than abroad. Radicalism is not popular in 
France — except occasionally in politics. The great 
body of the population are landowners; and the war, 
bringing prosperity to the farming class, has increased 
the number of peasant proprietors. Moreover, the war 
so reduced the population that until the depression ma- 
terialized there was a real labor shortage; such a handi- 
cap upon business activity becomes a blessing in a 
period of stagnation. 

France is working, saving, progressing amid difficul- 
ties, determined to surmount them. She is not yet 
ready for congratulations upon achievements since the 
armistice, but she does merit an appreciative recognition 
of her spirit, her efforts, and her initial progress in 
economic recovery. 



